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Statement as of December 31, 2007 of the BLUE CROSS BLUE SHIELD OF MICHIGAN
ASSETS

Current Year Prior Year
1 2 3 4
Net Admitted
Nonadmitted Assets Net
Assets Assets (Cols. 1-2) Admitted Assets
1. BONdS (SChEAUIE D)....covvvevrrerreereeeeesseeeeeesseeesseeeseesssesssesssesssesssssesssssssesssssesssessses | seeesseeen 2,729,172,097 | ..vvoeveereeereeneeernneeenee [ crreernnn 2,729,172,097 | .......... 2,745,071,344
2. Stocks (Schedule D):
2.1 Preferred SOCKS........ocivvevcieieeeeteee ettt ssessssssesesnns | evresessesassanns 4,813,615 [ oo | e 4,813,615 [ ..covererneee. 1,778,449
2.2 COMMON SEOCKS. vvcuuverereereerreeseeeseesseeeseesssssssssssssssssessssesssssssssssssssssssssssssssenes | enneesnes 1,939,698,506 | ............. 313,348,105 | .......... 1,626,350,401 |.......... 1,483,642,116
3. Mortgage loans on real estate (Schedule B):
BT FIISEENS oottt stesssnssnsnes | srssessessessensssssessenssnssnsses | sessessensssssessessnnsnsensentas | seeesesressanennsnsesteneas (01 N
3.2 Other than firSt lIENS........cuueieeererisiecirere st ssesssssssssssssessensnes | sessessessesssssssssessessssssnssns | sessessesssssessessssssesssssensns | sessessssessassnssnssnssasens (01 N
4. Real estate (Schedule A):
4.1  Properties occupied by the company (less §.......... 0
ENCUMDIANCES).....ovvvveeeressaeeesseeessseesesssesss s sess st ssesssssssssssssssssssssssssssssssssssss | sesesssesees 193,473,210 | ccovveoeeeeeeerernneeninenes | cereernenens 193,473,210 | ..cooveennne. 201,107,249
4.2 Properties held for the production of income (less §.......... 0
ENCUMDIANCES)......ovvverercieiiesie et b s st s ssesss s ssessstasssnses | sresssesssssssesssssessessssanss | cresssesssssiessessessesssssssssans | essessessessesssssssssssnss (0] OO
4.3  Properties held for sale (less §.......... 0 eNCUMDIANCES).......coivereeicieiieieicisisiieies | cerereieresieie s | srenesisesesssssesessssenes | cevsiesesisssese s (11 U
5. Cash ($.....(198,159,544), Sch. E-Part 1), cash equivalents ($.....99,167,719,
Sch. E-Part 2) and short-term investments ($.....172,900,288, Sch. DA)..........coouvvemmmeees [ cornererrnnnees 73,908,463 | ..oooovverveeerieerinerinens | cevereeeineenns 73,908,463 |.............. (95,494,281)
6. Contractloans (including §.......... 0 PrEMIUM NOLES)......vuerecercireereeneereeseeseessseseesesssssssesees [ ereresseesnsssessesssssssssseesss | ressnesnsseesssnsessssssessnnes | sesnessessssssssseessssessnsens (11 OO
7. Otherinvested assets (SChEAUIE BA)..........c.ovweevieeierieeieieeeisesiseessesessesssssessens | coeveeeesnens 64,840,064 | .......coeeeene. 7,309,570 | oo 57,530,494 | .....cccooonne. 38,956,779
8. Receivables for SECUNMHES..........ceveiiveicieicee et sssnans | ervesissessenns 55,257,611 | cooveerevererereeeeseeeeens | e 55,257,611 | ccovvvevee. 260,237,898
9. Aggregate write-ins fOr INVESIEA @SSELS........ureirrierieieireireere et eesesseeeseesenies | sessessssess e senssneseens 0 [ i (O] [ {01 IR 0
10. Subtotals, cash and invested assets (LINES 110 9)......c.cvveerrereremreneeernnernseeeseeneeees | oo 5,061,163,566 | ............. 320,657,675 | .......... 4,740,505,891 | .......... 4,635,299,554
11. Title plants less §.......... 0 charged off (for Title INSUTErs ONlY).........cocvrurreeenrenrerninnneenens [ e [ e | e (11 RO
12.  Investmentincome due and aCCrUED...........c.cveviveveeversieeieereee et sesesssnnes | covesiesessenns 30,194,094 | ..o | e 30,194,094 | ............... 35,056,680
13.  Premiums and considerations:
13.1 Uncollected premiums and agents' balances in course of collection............ccccce. | cvvrrrinnenes 26,399,948 | ..cocvvrirnen. 424,556 | ...cocvne. 25,975,392 | ..cverne. 21,175,797
13.2 Deferred premiums, agents' balances and installments booked but deferred
and not yet due (including §.......... 0 earned but unbilled PrEMIUMS).........ccoeveeens | cevreieiesiseie e | e | creesiesesssss s (1
13.3  Accrued retroSpective PrEMIUMS.........ccoveueuiieireieirsieieisesse e sesssesssssssesses | sressessssessenns 1,242,718 | oo 167,046 | ................. 1,075,672 | oo 1,255,414
14. Reinsurance:
14.1 Amounts recoverable from MBINSUTETS............cuuererririreierieeesenieesisssieensenes | oneeeseesissssssssssessnesssns | eesssesssmessesssnssisssssnenes | senesssessnesssessessssnns (U1 RN
14.2  Funds held by or deposited with reinsured COMPANIES..........ccceveveiereriererisiens [ o [ e | e (1 U
14.3  Other amounts receivable UNder reiNSUrANCE COMMTACES...........c..uereumcrmmerercrirrnies | oreeeseenieeeiseniseesssensnns | cevnerinesissssserssssnenes | s (U1 RN
15.  Amounts receivable relating to uninsured plans............ccooveeerieieneeesseseessssenes | cevvreenienns 246,597,000 | .oovvvverererieriesneriesees | e 246,597,000 |....ccone.. 178,038,000
16.1 Current federal and foreign income tax recoverable and interest thereon............coceeeees | coverrirnnnnne 21,286,630 | ..o | e 21,286,630 | ..cverernn 8,916,223
16.2 Net deferred taX ASSEL...... ..ot sss s sesssesssssessssssssess | esesesnn 148,786,633 | ...ccvvvvne 85,735,541 | covvvver 63,051,092 | ...ccvvvrnnne 42,634,454
17.  Guaranty funds receivable Or ON EPOSIL.............cciurieiciriieieicieesie e sssienss | cssiesessssessessssssesssssens | sresiessssssesessssessessssessens | sreesissessesssssssesesessenas (11 U
18. Electronic data processing equipment and SOftWare.............ccoevrvererevereriereeeieeesssnes | ceveevennnne 180,148,110 | ............. 142,476,073 | ....ccoovnve. 37,672,037 | ccoverne. 30,704,027
19.  Furniture and equipment, including health care delivery assets ($.......... {1) SSSRTIUSRIOR [T 17,829,388 | ........c....... 17,829,388 | ..oovvccnad (11 U
20. Net adjustment in assets and liabilities due to foreign exchange rates...........cooovveveiri | eeveeeiieeeeiceeesieeeies | e | e (11 OO
21. Receivables from parent, subsidiaries and affiliates............ccccoeverrieveceseeereseeeens | e 23,192,305 | oo | e 23,192,305 | cceverae. 33,218,524
22. Health care ($.....88,779,572) and other amounts receivable.............ccoc.uecvverevrervseriones | covvenionne. 119,014,273 | oo 3,617,412 | .. 115,396,861 | ....cccenv.. 102,332,624
23. Aggregate write-ins for other than invested assets..........ccccveeveereeicreieeseesieeeiens | s, 270,030,883 |............. 156,825,571 | ............. 113,205,312 | ............. 149,255,967
24. Total assets excluding Separate Accounts, Segregated Accounts and Protected
Cell Accounts (LINES 1010 23).......cuuvvrmreerererreeierereereseesserissecssseesseessnnes 6,145,885,548 ..127,733,262 | ..... 5,418,152,286 |..... 5,237,887,264
25. From Separate Accounts, Segregated Accounts and Protected Cell ACCOUNS..........coco. [ corereerneeneenemnenserniinenee [ o | e (01 O
26. TOTALS (LIN€S 24 aNA 25)........cooreerererreeirereireriseceneesisesiseeisessssesssssssssssesssssssssnsssns | seeeseees! 6,145,885,548 | ............. 727,733,262 | .......... 5,418,152,286 |.......... 5,237,887,264
DETAILS OF WRITE-INS
090, 11 eeeteeeeeseeeeeseeees s s RS S e R Rkttt | reets e s et s st et rnes | Hessnesst st nens st | frneness st nes s nnnnend (1
0902, .. veeteeeeseeees et es et RSkttt | neest st s st st nees | Hetsnesst st ness s ennntss | fneessinnest s esnead (U
0903, .. eeeteeeese s eees s et R RS Rkttt | eeeesseeess s s st et rnes | sessnessseness s eresssennnssns | feeessiennsst s et (U
0998. Summary of remaining write-ins for Line 9 from overflow page.........coccoveverenmrenrnenniens | covereireeeenseneieeeeenns (O (01 (11 U 0
0999. Totals (Lines 0901 thru 0903 plus 0998) (Line 9 @bOVE).......ovirerersiiaririisiisissesseseessnenns | onessesssssnsssessesssssesnes [ I (1 I (01 0
2301. Miscellaneous Accounts RECEIVADIE..............cccevueveuieiieieisere e ssssssens | cveveesinseseenns 5,463,501 | oo 5,463,501 | e (1] I 5,240,633
2302. Prepaid and Other ASSELS............ccueieiiviieeicieesieesee et sssssse s sssssssesesses s | evevsesissessenes 4,651,742 | ..o 4,651,742 | oo, (0 [
2303. ADVANCES t0 PrOVIAETS........ooureereeerreeseeeeeeeseesseeessesssssssseessssssseessssesssessssssssansssssssneses | sosnesssnnees 168,072,592 | ....ovvvevnne 54,867,280 |............. 113,205,312 | ..convvcne. 117,833,094
2398. Summary of remaining write-ins for Line 23 from overflow page...........cooeeveeveeereveeveens | ceververennnns 91,843,048 | ............... 91,843,048 | oo (0} I 26,182,240
2399. Totals (Lines 2301 thru 2303 plus 2398) (Lin€ 23 8DOVE).......cverreesrrermrersmserssserssrsssneess | sorssesenees 270,030,883 | ............. 156,825,571 [ ..ooovcevne. 113,205,312 [ ....cocco.... 149,255,967




Statement as of December 31, 2007 of the BLUE CROSS BLUE SHIELD OF MICHIGAN
LIABILITIES, CAPITAL AND SURPLUS

Current Period Prior Year
1 2 3 4
Covered Uncovered Total Total
1. Claims unpaid (less $ 651,018,500 | ....oovvvrererrerierernerirneees | eeeerrereinennd 651,018,500 | ....ovvvernecns 608,972,154
2. Accrued medical incentive pool and bonus amouNts..........ccceevverereienenienennsnies [ veerisieiienns 18,311,778 | e | et 18,311,778 | oo 4,100,495
3. Unpaid claims adjustment @XPENSES...........cccueverriveieieiieeeie et ssssesessssens | corevessessenienns 77,503,817 | oo | v 77,503,817 | oo 58,886,186
4. Aggregate health POlICY FESEIVES.........cccvurieeiriiriieieeiseie s sssenss | ceesesssinnens 952,592,382 | ..ovveeveereveseeieinns | e 952,592,382 | ..covvverrnans 825,725,330
5. Aggregate life POIICY FESEIVES. ... eessssssssse st esssssssssessns | neeeesessessssssssssssssssssnssess | sesmssssessssessessssssessessssssnsss | sessessessssssessnssssssesnssnnes [0 U
6. Property/casualty Un€arned Premilm FESEIVE. ........coeuueviveereieriesiseiesesssesesssssessesns | eesiesessesssssessessssssssissess | svssssssssssessesssssesessssssess | seseessesssssiessesssssssssssenes 0
7. Aggregate Nealth Claim MESEIVES. ... iesssrssesessssess e ssessesssssssssessens | ssesessessessssssssssssssssnssnssens | sessssssesssesssssssssessesssnssnsss | sessessesssssessessanssssnssanes [0 U
8. Premiums received iN @UVANCE.........ccc.viuiiiiiiciiiisiesississssissssssssisssssienns | sesmssnssnssenssenssenssnssensies | sressesssssssssssessessessns | cersessiessessssessessienees (U N
9. General eXpenses dUE OF ACCIUEM...........cveuivevieeieerereeseeeetese s ssssssesssssseneess | eeveveesnneenens 156,219,520 | ...oovvevecrerererereereieiens | oo 156,219,520 |.....covuee.. 150,865,694
10.1 Current federal and foreign income tax payable and interest thereon
(including §.......... 0 on realized capital gaiNs (IOSSES))......rerrrrerrrerrerrernrenrersirsaeesessnns | wnsereesnssnssssessssesssssssssnsns | sesssssssssesessssssesssssessssssnss | sressesssssssssssssssssssssnssens (1N D, 16,754,762
10.2 Net deferred tax Iability...........ccccvivereiciiieeee s sessssssesess | sressssssesessssessessssessesens | eesessessessssessessssessesssssssenss | sressesesiesssssssesssssssesenad 0 |
11.  Ceded reinsurance Premiums PAYADIE...........ccvvvevevcveieieiesieeserese e ssssnas | seesessessesssesssssssssssesesins | svevesessesesssesssssesssssssesies | orvessesissessesssessesssssesend (01 U
12.  Amounts withheld or retained for the account of others 15,244,978 | ..ovveeeeeeeeeeeeeeeeees | e, 15,244,978 | ..cocoevee 12,858,835
13.  Remittances and items Not allocated...........coocuvreereinrrerereeriereiseerenees | ceveerieeeeeenns 4,400,728 | oo | e 4,400,728 | ..cvvorrenne 4,113,439
14. Borrowed money (including $.......... 0 current) and interest
thereon $.....392,554 (including §.......... LoV =11 O O 196,392,554 | ...oovveeeieiseeveiseiseiinns | eveeeriinninnns 196,392,554 | ....coovvvveeee: 46,118,146
15.  Amounts due to parent, subsidiaries and affiliates............cccocoerevereievercerieieseeenes [ e, 7,975,085 | ..ooevvieeveeeeceeeeiieees | e 7,975,085 | ..ocevernne. 14,921,497
16, Payable for SECUMHES. ... essesssesneesssssenens | sevisesessnenees 101,068,155 | ...oovveerererirereierrirnrenns [ o 101,068,155 | ...ccoovevvene. 302,054,376
17. Funds held under reinsurance treaties with ($.......... 0
authorized reinsurers and §.......... 0 UNAULNONIZEA FINSUIETS).......cvvevecveeierieriseieieins [ enreesesississsssssssesssssenes | sesesssssessssssssesssesssssiess | ossessssssssessssesssssessens (01 R
18. Reinsurance in UnauthOrized COMPANIES..........cverirrerereirrerniereeeesseseseseesesiesssseseseesns | crrseseessssnssssssessessesssssnsns | sessessnssesssssnssssessssessnssnnss | oessesssssssssesssssessssssnssens L0 OO
19. Net adjustments in assets and liabilities due to foreign exchange rates............cccoouves [ v | e | e (01 N
20. Liability for amounts held under uninsured plans.............cccceceieverresieiceseeiieseieeens | cevereesnnns 199,989,220 |....coovevirerererrirereieiens | errereiieias 199,989,220 |................ 178,813,754
21. Aggregate write-ins for other liabilities (including §.......... 0 CUITENE)...cvereereeiereeieiens | e, 631,346,491 | oo 0] i, 631,346,491 ..o 512,258,412
22, Total liabilities (LINES 110 21)......cveerrrereerreeereeiereesesisseesseessssesssssessensssesssssssssssssne | eesseesnnes 3,012,063,208 | .ooooveerreereeereerereeennne (V) (S 3,012,063,208 |............. 2,736,443,080
23.  Aggregate write-ins for special SUrplus fundsS..........c.ccceeeieeeieieeneeeesseeese s | cevvseiennns 9,9.%, RN XXX oovvereienns | v (01 R 0
24, ComMMON CAPIAl STOCK. .....eureueererrereireiiseereieis ittt sessessssssessessesssssesssnens | eessseseenns ) 0.9 G IR XXX octevevieeeen | e | e e
25, Preferred capital SLOCK...........ccueveriiveieiesisce st ssessensens | esssssesans )0, 0, GO I XXX ortrieireinenns | erveriensissenessesessnnens | e sssenns
26. Gross paid in and contributed SUMPIUS..........ccevererreeirineireieeseeesesseessesessssesssesessees | sevssseseenns ) 0.9, G I XXX octveveeeeenn | e | eevveeesesessse e enes
27, SUIPIUS NOLES.....ooureircieiieiesse ettt b e stes s ssessessssanns | evessssssans )0, 0, SO [V XXX oeteiiererns [ v issesiss e [ eviesiesssssses e sens
28. Aggregate write-ins for other than special surplus funds.............cccovecerveirerinernreinnens | cevveireenns ) .9, G IR D00 S I (0 R 0
29.  Unassigned funds (SUMPIUS)........ccouueureirerreeieieieeseieissiesise s siesssssessssessessssssessesssnsss | sevesssesans )0, 0, SO (SR D 0.9, COSNN O 2,406,089,078 |............. 2,501,444,184
30. Less treasury stock at cost:
30.1 .....0.000 shares common (value included in Line 24 §......... 0)eererererenreereeiens | e XXX
30.2 .....0.000 shares preferred (value included in Line 25 §.......... (0) IS (S ) 0.0, S I XXXt | ersieressiesesesesesesiensnes [ erinesiesssseeseessssesesessnes
31. Total capital and surplus (Lines 23 to 29 minus Line 30).........ccccvevverrernrereresseniens | covreiennee XXX ovoveeereeees | e ). 9.0 S [ 2,406,089,078 |............. 2,501,444 ,184
32. Total liabilities, capital and surplus (Lines 22 and 31)...........cccceeeevvvevvrerereeseceren | v D0, S 0.9, S [ 5418152286 |............. 5,237,887,264
DETAILS OF WRITE-INS
2101. Postretirement LIaDilIIEs.............ovvvereirrenernceressesesesessssiesesssssssessenses | sevssessnenees 361,551,922 | ..o [ e 361,551,922 |...ovvvvrens 321,626,982
2102. Liability for Uncashed CRECKS...........cwueuevimerimeeierieeeiseriseienisessssessssesssssssesssees | sevssesinsesinnes 11,743,897 | oo [ v, 11,743,897 | oo 9,754,576
2103. AdVANCES t0 PrOVIAETS.......oouvireeririrerisiirisesiessesssesssesssssssesssssesssssnssesssssenens | sevsssessnenees 134,496,222 | .....oooeveeerrevencrrerenns [ e 134,496,222 |........cc..... 148,523,258
2198. Summary of remaining write-ins for Line 21 from overflow page.........cooevevveveveevenes [ ceeiciriinns 123,554,450 | ..ocoovvererereeeree (1] 123,554,450 |.....ccovvncee. 32,353,596
2199. Totals (Lines 2101 thru 2103 plus 2198) (Line 21 8DOVE)......ccereveriirersiiniiisiiccsiienes | v, 631,346,491 | oo (V] 631,346,491 |...ooocvvvneen. 512,258,412
2301, Rttt ennnnn | cerneesennes ). 9.0, Y XXX reenrerenees [ eeveneennenmneeenssensenneees | aeeeeeeessesesseeesssessseesssnees
2302, st nenen | cerineneies ). 9,0, RN IR XXX rerierenees [ v | v
2303, ettt enenen | eersensenanes ) 9.0, Y XXX osrevrevernes [ eeveneeennenineeennsenesneeens | veeeessesnesessessssssseessnnens
2398. Summary of remaining write-ins for Line 23 from overflow page...........cccooeeevrevererens | vovvveeinn. )00, SO [ XXX orevevernnns | v (01 R 0
2399. Totals (Lines 2301 thru 2303 plus 2398) (Line 23 8DOVE). ......rverreessrermrensmrersseesanrenas | corrsssena )0, S S XXXorrernsrennnee | consrenmrenssennssiensssenend (0 [P 0
2801, sttt | cereeniies ). 9,0, RN IR XXX rrerirerennees [ v | v
2802, oottt ennnnn | eesseneenanes ) 0.0, Y XXX orrverreernes [ eevemeeeneneneeensnenesennneens | veeesnseesnmesssesssssssssesssnnens
2803, sttt nenen | cenineneies D9, SO R XXX rrrrirerernees [ v | e
2898. Summary of remaining write-ins for Line 28 from overflow page...........cccovveverrnnenrens | ovvervenens ) 0.9 G D00 S I (01 R 0
2899. Totals (Lines 2801 thru 2803 plus 2898) (Line 28 aboVe)..........cccvvevveriveresreeirsrisrens | eririneae DO S I 00 S [P (01 0




Statement as of December 31, 2007 of the BLUE CROSS BLUE SHIELD OF MICHIGAN
STATEMENT OF REVENUE AND EXPENSES

Current Year Prior Year
1 2 3
Uncovered Total Total
1o MEMDET MONENS.....cvvicectee ettt en ettt s sttt s et ssetesenssasssnassssnsnanes | evesersressiras XXXoovovevvvveeens [ eeeeeeeeana 30,992,553 |....cccovvrvvnn. 30,854,629
2. Net premium income (including §.......... 0 non-health premium iNCOME).........c.cveveveevcrreeieeeieeeieees | e D9, GO SRR 6,184,769,645 | .................. 5,865,134,213
3. Change in unearned premium reserves and reserve for rate CreditS..........oovvvrvrrenennenrnrsneesnennes | ceeeeneereins 9,90 GO RIS (15,590,052) | ...oovorverrerrirenns (59,714,675)
4. Fee-for-service (netof §.......... 0 MEAICAl EXPENSES)....cvureererrrrerrereiseirersnsseeessessessssssessessssssssssssessasssnes | sesessssessses XXX oovrirereveiiens [t sssssaens | sessssssesssssses s ses s sesse s
B RISK TBVENUE......coovic st | eriesineeenies XXX evrrireinerrenees [ ereeineinie e esensiees | sreeeesssessessssesessessssessssssesnees
6. Aggregate write-ins for other health care related reVENUES............c.cceveveveivcveeeeceeeeee e | ceveereeene e XX K | eveeeeseseeeeeseeesssneened0 | e 0
7. Aggregate write-ins for other NON-hEalth FEVENUES............c.overieierinrireieiesissiseesssesessess e esssssessneens | sssessssssseses XXX oeirereesmrennes | v 0 | oo 0
8. Total rEVENUES (LINES 210 7)..o.vuveveieeeeeeicereeece ettt st b s sssssaenes | sontessesassanes )%, 0 GO T 6,169,179,593 | .....cocevevnene. 5,805,419,538
Hospital and Medical:
9. Hospital/MediCal DENETILS............cvcvieeieveicic ettt bnans | evsesssessesssssssssssessssessessnsenes | sessesessnsesanns 4,617,302,681 | ...coccvevenee. 4,181,080,256
10, Other ProfESSIONAl SEIVICES.........cevecveiiieiecieisires ettt s bt s b st s ssssessnss | sressstesssssssssssssesssssssessessnssnsans | stessssssssssessesenas 77,640,078 | oo 82,377,429
11, OULSIAR TEIBITAIS......oooeeveeerciic et s st | eressess s s enenes | sesssnes s st nen s | eesseessees st
12, EMErgency ro0M @Nd OUB-Of-8IEa............euerrrrurieisiierissiseisesssstseesssssssssssessesssssssssessesssssssssessesssssssssns | sssesssssssssssesssssessessasssssnssnsss | stessssssnssessassssssnssessessnssessassns | sesssssssssossesssssnssessassnssnssassons
13, PIESCIIPHON ArUGS. .....cveviceciiecteieiee sttt bbb a bbb sa bbb st et sssaebenes | snsesssssesessssesessssssesessesessnsnses | sresesssssessnsesens 955,481,679 | .covvvvererrne, 918,626,751
14.  Aggregate write-ins for other hospital and MEICAL.............cceveivriieiieiceerce e sessstens | eeevestessess s sssesses e 0 [ oo 0 [ oo 0
15. Incentive pool, withhold adjustments and bONUS @MOUNLS.............ccceeveiiciciriien e | et ssssesseseresssssens | eresissesessssesessnas 34,962,814 | ..ccovvvverrnenen, 23,137,879
16, SUDLOtAL (LINES 910 15)......vvurreiriirriiiceisrerieseissi ettt snssnes | sissesssesssnesseses s sesanessenss (U A 5,685,387,252 | .....covvvvernn 5,205,222,315
Less:
17. Net reinsurance recoveries
18. Total hospital and medical (Lines 16 minus 17)
19.  Non-health claims (net)
20. Claims adjustment expenses, including $.....84,422,655 cost CONtaiNMENt EXPENSES..........c.cvvrvreres | covvvrerversesssesssssssesssssesses | evvessesssssssssens 214,473,405 | .oovevene, 179,680,979
21, General adminiSIratiVe EXPENSES..........cvveviiirereiieieisiete et e s sttt s s b es st s s ebebessssesas | sbessssesessssessssssesessssesessssssesanns | sressesessssesesssan 476,968,610 | ...cocvevvrrvennns 446,184,971
22. Increase in reserves for life and accident and health contracts including §.......... 0
iNCrease in reSErVes fOr life ONIY)........ccoieiericeieic et tenens | snsessessssessessssensesssssnsessasnsenses | snsessessssessessnses 111,277,000 | oo (26,477,000)
23.  Total underwriting deductions (Lines 18 throUgh 22)..........ccueueiieieieininieesieesssesessssssessesssseses | avesssssssssessssessesssssssessessees [ I 6,488,106,267 | .....ccccouvve. 5,804,611,265
24, Net underwriting gain or (108S) (LINES 8 MINUS 23).........ccvueuiiniieieiieiesinseessssesessssessesssssssessesns | srssssssessess D00 SN IR (318,926,674) | ..ovovvererriirieiriisneas 808,273
25.  Net investment income earned (Exhibit of Net Investment INCOME, LINE 17)....c..cvvuvieiiiriiieieiiiiens | crreiresieiessiesessssssessessssenes | svsessessssessesnenes 204,490,509 | ...ccooevvrrerrnne 192,139,534
26. Net realized capital gains or (losses) less capital gains tax of $.....4,899,366...........cc.coocurerrrrreriiereens | corrieriiessiessiessessiessesssssssssns | evssssssssssssannes 19,597,465 | .o (10,307,679)
27.  Net investment gains or (10SSES) (LINES 25 PIUS 26).........c.cvuevrevriueieieisiieieisisiseisissiesessssesesessssesseses | ovessssssessesssssssesssssssessesanes [ I 224,087.974 | ..o, 181,831,855
28. Net gain or (loss) from agents' or premium balances charged off [(amount recovered
LT 0) (amount charged off §.......... )] eeveereeereee s sans | iesbees i s s s st st ba s ses | ersiessiess st s st s st s st ens | eesties i sttt
29. Aggregate write-ins for other iNCOME OF EXPENSES.........cuivivrieieciiieieie et sssens | ossesssssssessessssessesssssssesesanes [ 70,167,452 | oo 11,930,239
30. Netincome or (loss) after capital gains tax and before all other federal income taxes
(Lines 24 plus 27 PlUS 28 PIUS 29)..........uveumrrmmerererirersierisssesssesesessssessssesssssssssesssssssesssssssssssssssinns | oessinsesssnenes D 9,9, ORI IR (24,671,248) | ..o 194,570,367
31. Federal and foreign inCOMe taXeS INCUIMEM...........ccovevuiiiriiieiiisiieieiseiese st ssns | cbssssssesseeas .00 SN IR (40,855,673) | ..oovereririirinaes 35,644,246
32, Netincome (10ss) (LINES 30 MINUS 31).....ucviveiriiiiieieieieieieeisise ettt sssessessnsens | svesssssessesns XXXoveverienens | evvereieissienenns 16,184,425 | ..o 158,926,121

0698
0699

. Summary of remaining write-ins for Line 6 from overflow page
. Totals (Lines 0601 thru 0603 plus 0698) (LiN€ 6 @DOVE)........ueureieiieisrisisrisiisissssssessssnssessssnessseessenns

0701.
0702.
0703. .

0798
0799

. Summary of remaining write-ins for Line 7 from overflow page
. Totals (Lines 0701 thru 0703 plus 0798) (LiNE 7 @DOVE).....ccrurrerrerreriisirnsissessissnsseessissessnessessesnesneseens

1401.

1402.
1403.

1498
1499

. Summary of remaining write-ins for Line 14 from overflow page...........ccoowvrurrererneeneennirneenseneereeneenes
. Totals (Lines 1401 thru 1403 plus 1498) (LiN€ 14 @DOVE).......cciiireieiriiiriesierisisie s sessnenes

2901

2902. .
2903.

2998
2999

. Miscellaneous Income

. Summary of remaining write-ins for Line 29 from overflow page...........ccccoueuevieieneieneseieseeesens
. Totals (Lines 2901 thru 2903 plus 2998) (LiNe 29 @DOVE)......currerrererrenmrsmessessissssssessessesanessessessnssnsssens




Statement as of December 31, 2007 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

STATEMENT OF REVENUE AND EXPENSES (Continued)
1

441 Paid in

2
CAPITAL AND SURPLUS ACCOUNT Current Year Prior Year

33.  Capital and SUrplus prior FEPOTtING PEIHOG. .........cveivireiriiieeiieieissiee ettt b st s s ssssansnssnsanss | sesessessesnsenas 2,501,444,184 | .ooovvernnne. 2,461,020,869

34, Netincome or (I0SS) fTOM LINE 32........cceiiiiieieieiisieessie ettt s bbb ss e ntants | nebessesesansessesanes 16,184,425 | ..ocovvvn 158,926,121

35.  Change in valuation basis of aggregate policy and ClAIM FTESEIVES..........c.cciuiieiiiiieieeeie et sssessessstens | sssesssessesessssessessssassesessstesses | sssssassessessssessessssssessesssansenses
36. Change in net unrealized capital gains and (losses) less capital gains tax of §......... 0ttt | esreserenien s 118,293,879 | covveeviers 72,044,156

37.  Change in net unrealized foreign exchange Capital GAIN OF (I0SS).........cviueiiirireieiiieieieise bbb sssessessssens | stsesssessessessssessessssassesessssesses | sosssessessessssessesssssssessesssssssesses
38.  Change in Net defermred INCOME tAX........ciuieieiiiie ettt b et s s s sntents | nebessesesassessesanes 28,742,976 | ooovereerieen 3,476,043
39.  Change in NONAAMILIEA @SSELS.........c..ceiuerieiiiiieiicieie ettt bbb bbbt s st en s b st s ssnsansens | sevsessesnssnsesas (258,576,386) | ......cvevrreees (195,293,005)
40.  Change in UNAUNOMIZEA FBINSUIANCE. ..........cvuevriviieiseicieise sttt sttt sttt b st s s b s e s s st s s st ess s st s sessesss | Hiessesastessesstessessbensessesnsensens | Heessnsssessnsastessesantes e s s bensesaes
41, CRANGE INHrEASUNY STOCK........vuiveieiieisctcei ettt ettt bbb bbb bbb bbb s bbb st s bbb s bt s s baesnas | Hhebsesastessesantesse s s bensessessnsentens | Heessnsssessnsastessesantes e s b s s saes
42, ChaNGE IN SUMIUS MOLES.......cvevuirieiieisciiiei ettt ettt s s s st s bbbt s s s s st s st n bbbt en s b snsa | Hiessesantessesstesses st essessesnsenbens | Hiessssssessnsantes et antes e s s b s s saes
43.  Cumulative effect of changes iN @CCOUNtING PHINCIPIES.........veiiiiieieicieieie ettt sttt b st snas | s1essssastessssssbes e s s bessessessssentens | sressnsessessssantes et anses e s s bensesaees
44. Capital changes:

44.2 Transferred from SUMPIUS (STOCK DIVIAENA)..........ccururuureriireireieiieeiretees ettt ees sttt ss bbb b e b s b sessestas | Sfeebaetseesessant e b es st ens e s sessessas | enbetsessestensasbse st ensanbnesessestas
44,3 TraANSTEITEA 10 SUMPIUS. .....ueceerereeeriuetce ettt ts ettt ee et e e f e s8££k 8 e84 E e ee b e e s en s et st s | He8ebebseesenEee b se s b eebee b e b s eesenbe | HEebsetseeteeseeb e b es st e st sesteneas

45.  Surplus adjustments:
45,1 PIH IN.e.1vereeeeeeese e eess st R R8sk | H4seeRE et | REsee et
45.2 Transferred to Capital (SLOCK DIVIAENG)...........ovuerurerireirreieirie et esssss st es st ess sttt s s s st bsessensanes | S8estsnssessessasssnesessassanssnssnssassas | sesssesssssnssasssssessessanssnssessassons
45.3 TranSTEITEA fTOM CAPILAL ... ..vvevereeeeeceeie ettt sttt b s s | 4esstesseesantee s s stensenbessessents | HEetnssnstessant et ses st e s s st ensas
46, DIVIENAS 10 STOCKNOIAETS.........oueveirircii bbbt | etb st | Heee bttt
47.  Aggregate write-ins for gains OF (I0SSES) IN SUMPIUS.........c..vuvurerrereieeeer ettt esees sttt ss st et enssessees e ssessessensnsns | setsssssssssssssssssssssnssnssssssssans [0 P 1,270,000
48. Net change in capital and SUMPIUS (LINES 34 10 47)........cvururirrrereieierinsise sttt st st ssessessssssssessessns | sressesssssssssnssones (95,355,108) | .ooveoverrerrernennes 40,423,315
49. Capital and surplus end of reporting period (LINE 33 PIUS 48).........c.oveuiieiveeieieieiceee ettt s seesenes | cosveessssissanees 2,406,089,078 | .......cccone.. 2,501,444,184

DETAILS OF WRITE-INS

4701, AIIONA] PENSION LIBDIILY.......c..cveveerereiieiiiieceeseiieeeis e ess e ses bbb | eebb s e st s bbb es e ennt | sentseessenesnesseenes 1,270,000
AT02. oo RS E R R E £ R R E £ R R s | £e8 iRt | HEre et
AT03. oottt R R R R8RSR R R0 | £E8 1R | HEse R
4798. Summary of remaining write-ins for Ling 47 from OVEMIOW PAGJE.........cueiiueieiriisie ettt bs st sssessenss | sssesssssssessesssssssessessssessesaees 0 | oo 0
4799. Totals (Lines 4701 thru 4703 plus 4798) (LINE 47 @DOVE).......ceviuiuiiieiiiiiiesieisstssietss sttt sttt sstsstessstsstessessssnsessessssensessssnsessenns | svsessessssessessssssessessnsassassnes [ I 1,270,000




Statement as of December 31, 2007 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

CASH FLOW

Currerit Year Prior2Year
CASH FROM OPERATIONS
1. Premiums collected NEt Of FEINSUIANCE. ..........cccciveveiiiecectcte ettt ae e s s ssaeaetens || evesenseanaenas 6,190,482,424 | ................ 5,842,436,189
2. NetinVeStMENTINCOME. ..o | sebessessensenenns 223,792,024 | ..oovvin 182,723,802
3. MISCEIIANEOUS INCOME........covcveiieececie ettt ettt ettt s ettt essn st et sssnsssssesess s sssssesessansnsssesessssnsnns | eererereresinneees 160,355,769 | .....cou........... 80,997,228
4. Total (LINES THTOUGN 3)...cuviieriieiiiiiiticiei ittt bbb eniens | eebsestneienens 6,574,630,217 [ ..coovvrrcrenes 6,106,157,219
5. Benefit and 108S related PAYMENLS..........c.ciiiiiiiieiiieiie ettt sttt sttt snsenas | ensesseieianeas 5,568,187,854 | ................ 5,112,065,670
6.  Net transfers to Separate Accounts, Segregated Accounts and Protected Cell ACCOUNTS...........cviriririiininininininieinenns | eereirieeieeeeseeseesnennes | e sseees
7. Commissions, expenses paid and aggregate write-ins for dedUCHONS............cceuriierieinienienie e | ceervereieieieeas 736,029,558 | ...covevvernee 704,775,320
8. Dividends paid t0 POICYNOIAETS. .........cuiuiuiieiiieiiieiiei sttt n s sb bbbt | ebseiessesensssessesesssiessesessesenaes | coetessetnssetastetasseeensesensesanees
9.  Federal and foreign income taxes paid (recovered) net of $ ..0 tax on capital gains (losses)... 26,026,783 ..31,498,032
10, Total (LINES 5 troUGN 9).....c.vuceriuiireiiiieiieieieieiei sttt ensenienns | neiseseneisnees 6,330,244,195 | ...covevirenee 5,848,339,022
11, Net cash from operations (Line 4 MiNUS LINE 10)..........ccviiuriiiiiiiieeiceieisietsseies ettt se s naes | sevsesssesssesns 244,386,022 | ...ccoovvvreee 257,818,197
CASH FROM INVESTMENTS
12.  Proceeds from investments sold, matured or repaid:
121 BONGS. ..ottt nnna | sbenteennnne 4,361,497, 112 [ oo 4,798,867,854
12.2 Stocks 446,401,652 187,482,913
12.3 MOMGAGE I08NS........oeeieeiiciieet bbb s bbb h et s et s bbb s st n bt s st nsesnsenns | 2hetessetensetessetessetensebenseteniets | febsstenntet sttt ettt
124 REAIEBSIALE. ...ttt nnes | crer e enaes | eeeees et
12,5 Other INVESIEA @SSELS.......vuvuiririiciiiiesciiciece bbbt enenes | coiebebe bbbt enses | sebetbenb e
12.6 Net gains or (losses) on cash, cash equivalents and short-term INVESIMENTS.............ccccvieiieiieiieceeieiens | s [ e
12.7  MiSCEIIANEOUS PIOCEEAS.........eieiieiiicieiicteiietetie ettt ts ettt bbbttt s ettt enbebentebenteb st sensebensesentesents | bebisisssnssssnsasinea 3,994,067 | ..o
12.8 Total investment proceeds (LINES 12.1 10 12.7)......cuvcuciiicisicisie ettt 4,811,892,831 4,986,350,767
13.  Cost of investments acquired (long-term only):
1301 BONGS. ..o | seerenen e 4,359,572,663 | .....cccvvvvnee 5,002,703,978
1312 SHOCKS. . veeeueuees sttt eeb bbb bbbkttt | erbenienee bt 564,459,088 | ......cccorvvrnene 559,123,323
13.3 MOMGAGE I08NS.......coveeicic bbbt snenns | diebeniet ettt nniens | eeseb e
134 REAI ESHALE. ... ettt bbbttt entnnts | seeienseneenteneaens 18,128,065 | ...oovvverrecinnne 33,133,485
13.5 Other invested assets... ....19,010,110 ..11,833,448
13.6  MiSCEllaNEOUS @PPHICATIONS. ........iuiieiiiei ittt sttt na bbbt nbesntes | chtbensetsns st ettt ens sttt enaes 165,800,762
13.7 Total investments acquired (LINES 13.1 10 13.6). ... esesessessssssssssessessensens | sssessessenses 4,961,169,926 | ....ccoveene. 5,772,594,996
14, Netincrease (decrease) in contract [0anS and PremMiUM NOLES............ciueueiriirierienieneiniesieree e ssessesssessenenns | et sesies | sebsssessess e neneneseens
15, Net cash from investments (Line 12.8 MinUS LINES 13.7 AN 14).......ouriiiriiriirirrncnsnrscnnneeeeeeeseeseessssssssssssesssssesses | soseessesneenees (149,277,095) [ ...oovovveverenee (786,244,229)
CASH FROM FINANCING AND MISCELLANEOUS SOURCES
16.  Cash provided (applied):
16.1  SUIPIUS NOLES, CAPILAI NOLES. ... ..vvveerercieieicc et nnens | coetstseses st es s s essessessensenses | sebessessessessessessessesseeseseseeas
16.2 Capital and paid in SUPIUS, €SS trEASUIY SIOCK.........c.cuiueiuiiriiieicieicieie s senas | crebesseesssetsssebessetessetessebensens | ersetesasiesssiesssee b s b enasaeeas
16.3 BOMTOWEA fUNAS......cocvveeececeete ettt ettt ettt es sttt s e st e st s s snssaetesesensnsstesesessnnsstesasansnsnens | oesesesesssinsnenes 150,274,408 | ...cocveveverrnnn 46,118,146
16.4 Net deposits on deposit-type contracts and other insurance abilitIes.............oeurieriirieiriiceeeeees | s [ e
16.5  Dividends t0 STOCKNOIAETS...........c.cuuiuiriiiiriciei ettt sseinnnes | coetnnsesnns s s e ss s saes s nniens | eesebeesebess bbb seeeeae
16.6 Other cash provided (APPHEA)..........uueuiuriiiririeirieirte ettt bbb ennens | ereserssssnssssnnes (75,980,591) ] .ovovrvverrcinenees (57,653,539)
17.  Net cash from financing and miscellaneous sources (Lines 16.1 to 16.4 minus Line 16.5 plus Line 16.6)..........ccccccrvevennee. 74,293,817 (11,535,393
RECONCILIATION OF CASH, CASH EQUIVALENTS AND SHORT-TERM INVESTMENTS
18.  Net change in cash, cash equivalents and short-term investments (Line 11 plus Line 15 plus Line 17).......ccccooevrvnnneini | cvvveviviininenns 169,402,744 | ....oovvene (539,961,425)
19.  Cash, cash equivalents and short-term investments:
19.1 BEGINNING Of YEAT.......viiiecicie ettt bbb bbb bbb bbb bbbttt bbbt bennens | brsbebsssebassesnes (95,494,281) | oecvvvvevrireinns 444 467,144
19.2 End of year (Line 18 PIUS LINE 19.1)... ... iuuieiiieieieirsaeieiesetseis sttt ensssissnsnes | sebssssssessnsseanes 73,908,463 | ..o (95,494,281)

Note: Supplemental disclosures of cash flow information for non-cash transactions:

[ 20.0001




Statement as of December 31, 2007 of the BLUE CROSS BLUE SHIELD OF MICH'GAN

Al:lALYSIS O2F OPERA'I;ION BY LI!\IES OF Bl!SINESS

6 7 8 9 10
Federal
Comprehensive Employees Title Title
(Hospital Medicare Dental Vision Health XVIII XIX Other Other
Total and Medical) Supplement Only Only Benefit Plans Medicare Medicaid Health Non-Health
1. Net PremilmM iNCOME.........cvuivcieiecicre ettt bbb ssessssens | snvensan 6,184,769,646 |......... 4,783,594,713 |............ 229,489,174 | ..o 72,500,657 |......co...... 13,203,415 |............ 318,991,899 |........... 545,730,597 | .ooovveerverererseieiieinns | e 221,259,191 | .o
2. Change in unearned premium reserves and reserve for rate credit.........coovevevieenisiienenns ....(15,590,053) ...1,451,486 (4,775,488) ...1,453,459 ..640,243 (4,932,596) ....(13,706,116) (1,721,041)
3. Fee-for-service (net of §..........0 medical expenses)....
4. RISK TEVENUE.......cvivieiiiiie sttt sttt s s
5. Aggregate write-ins for other health care related revenues
6.  Aggregate write-ins for other non-health care related revenues...........c.ccocoeveeeveeevceveccceens Leveeeveeieieinienieieeeedd | e XX e Lot XXX [eveeee XX e oot XK [eeee XXX s | e, 0.0 ST I 0.0 ST IR XXX oo
7. Total revenues (LINES 110 B)......cc.evueueiereriieieieiesieie et ssessss s ssessessssssssessens | sessenes 6,169,179,593 | ......... 4,791,046,199 | ............ 224,713,686 | .......c...... 73,954,116 | ..o, 13,843,658 | ............ 314,059,303 | ............ 532,024,481 | oo (V)] I 219,538,150
8. Hospital/medical DENEILS..........cccviiuerieieieisece ettt | sressanes 4,617,302,681 |......... 3,393,656,022 |............ 381,255,640 | - oo TSRO ORI 205,406,584 |............ 481,409,782 | ..ooovveeererervereieiens | e 155,574,653
9. Other profeSSioNal SEIVICES..........c.cuiveiiireiiicieetee sttt 77,640,077 ...2,460,125
10.  Outside referrals.........ccccoevrnnne
11.  Emergency room and out-of-area
12, PreSCrPLON ArUGS. ......cvivieeieiieie ettt bbbt b s snes
13.  Aggregate write-ins for other hospital and medical
14. Incentive pool, withhold adjustments and bonus amounts.............ccceveeeeceeiieceieeseees | e 34,962,814 |............ 34,962,814
15, SUDLOtAl (LINES 810 14). ...ttt ssses e | ssessanes 5,685,387,252 | ......... 4,194,652,347
16, Net rEINSUFANCE MECOVEIIES. ......uvvrivrrrireiesieeseisiesseieisssssse ettt ssess s sssessessnsessessessssesss | essesssssssassesssssssessens [0
17.  Total hospital and medical (Lines 15 minus 16)... .5,685,387,252 4,194,652,347
18. NON-health ClAaIMS (NEL)........ccviveveiieceee ettt stesnsas | eveesssssassssssssessesnaa 0
19. Claims adjustment expenses including $.....84,422,655 cost containment expenses............... | c.oeueneas 214,473,406 2,525,433 6,560,146 15,975,062 11,153,183
20.  General adminiStrative EXPENSES.........c.cceveeveveiieereiieieeres et sae st st sesas s snes | sressesnsas 476,968,609 5,616,323 14,589,144 35,527,029 24,803,626
21. Increase in reserves for accident and health Contracts.............cccocevevecueeeciecerereeceecee s ..111,277,000 |..............99,652,939 |..............11,100,000 |.......ccoeuern.ec. 520,256 | .iivieieiiieerennnn3,805 | e | 7 e | e | s
22. Increase in reserve for life CONMTaCES..........ccoveveevcveieeiiciieeece et sessesessessssssens |esnensnssnensnssnsenenennsd | oereere XK urverersiierees | ereee e XXX seeeesiens | e 0.9, SN PR, 0.9 SOOI RTTIND. 0.0, RN FOPn D00, S R D00, S XXX,
23.  Total underwriting deductions (LINES 17 10 22).........ceuerrrerrermineinrirsieiinsessissesssesssssssssessssssssnns | sesnssens 6,488,106,267 | ......... 4,821,761,109 | ............ 438,067,810 | .............. 71,396,409 | .............. 12,471,231 | ............ 309,137,057 | ............ 586,965,836 | ....overerirrirnrirnininnd (0] IS 248,306,815
24.  Net underwriting gain or (loss) (Line 7 minus Line 23). ..(318,926,674)| ... (30,714,910 | ...........(213,354,124) | . ..2,557,707 ...1,372,427 ...4,922,246 (54,941,355) | .... (28,768,665) | ....
0598. Summary of remaining write-ins for Line 5 from overflow Page..........cccvrurvererrurreneeneernineinnes | corereereesneeseeeessennenns 0
0599. Total (Lines 0501 thru 0503 plus 0598) (LINE 5 ADOVE)......vurererersresrereessresrsssessesansssesessesnsens | eosessssssssessssssssssssenns 0
0601. ..
0602.
0603.
0698. Summary of remaining write-ins for Line 6 from overflow Page..........ouvrueveererrirreneeneinrirseinnes | rrereereesnseseseeseennenns 0
0699. Total (Lines 0601 thru 0603 plus 0698) (LINE 6 ADOVE)......curerererrrerrersesnressessessesansssesessesssens | ersessssessssssssssssssssesns 0
1301.
1302.
1303.
1398. Summary of remaining write-ins for Line 13 from overflow Page.........cooeveerrinieneenrinrenenenes | coreereeneeneeseesseeeeeneens 0
1399. Total (Lines 1301 thru 1303 plus 1398) (LiNe 13 @DOVE).....cururrrirerrerrenirnrsssesessrsssessesssssnssnens | sessesesssssssessesssssnssens 0




Statement as of December 31, 2007 of the BLUE CROSS BLUE SHIELD OF MICH'GAN

UNDERWRITING AND INVESTMENT EXHIBIT

PART 1 - PREMIUMS

1 2 3 4
Net Premium
Direct Reinsurance Reinsurance Income
Line of Business Business Assumed Ceded (Cols. 1+2-3)

1. Comprehensive (NOSPItAl AN MEAICAI).........c.ciuiiiieiiiicciiiiies ettt et st b a et s s bbb st b et e st bt b b s s b b s R b et bbb s et e bbb st bR b ettt et s st et s e s et b sesebebasesebassetesenns | bebassebessnsesesnsetessnseeas B,783,594,712 | oot ssiesenies | ersaetss ettt snseaens | ebeseretes st n e s s 4,783,594,712
2. MEICAIE SUPPIBMENL..........cviiiiiieticteietit ettt sttt es ebetessssese b ssea et st e s b s st et es e ae b e b s st es s et et s st et s e se b b s et e b s e s e b b s e R b s s e se b s s b e b s e A e b b ae Ao b e b b se bbb st et s e st b seeebe s s s et et st bessnaebns | sbebsnsetasstetennaetasenaetnen 229,489,174 | oottt | ettt etes | setes ettt 229,489,174
B DBNAL ONIY..cvoeiiiriieeiisei ettt ees 4RSS RS e Rttt | retsb et 72,500,657 | ...cvoreecercrireerierisesriesessesiseessesis | eeriesssssss st | st 72,500,657
A, VISION ONIY....vtreieieiisceeseiseesses st ess s st bRt s et SRS SRS R84 R £ 8RR 4 8RR 8RR R | eehE st 13,203,415 | ovooeeicriecieeriresieni st nes | eeri st | eesieset et 13,203,415
5. Federal employees hEaIth DENETIES PIAN...........c.c.ccuiiiiieiiiiiiis ettt s ettt bbb a st a et bbb bbb s b bt e a et b e b e A s s b bR b b s a b s s bt b st bbb es s e s bnsebes | netebnsetesesseaes s b benaeaens 318,991,899 | ..o | ettt bes | cretenesae et benes 318,991,899
B, THIE XV = MEUICAIE........overeeeerrisivirseseesie e siseresisesisrises ehtsesessess e ess s8R f R84 R bbbttt | Heseessees e enes 545,730,597 [ ..vorieecrirerieriinerieseiessissesiesisnes | seesessesssesssssessss st ensses | sessssesss s 545,730,597
7o THIE XIX = MEAICAIG. ... vvvevereeiseeeriseie s sesisesesees ehtseessess st s s8R R 04R848 R £ 8RR R8s R R0 | 241 eE RS Rk s et | HeeeRe e RS eREeRReR Rt | HeEee Rt | R iR 0
8. 221,259,191

9. Health SUDLOtAl (LINES 1 thTOUGN B)......cueuuusrrurseresiersieresasieane ertssresseeneseses e ees s8££ £t nnt s | snnssssnnssnssnnnsnnceaeed 6,184,769,645 | .....ccovviinirinsriieninsrir s 0 [ e (O 6,184,769,645
L OO PO POV PO OO SSPOl OO 0
10, POPEIEY/CASUAIY. ....rvuervececie ettt et steses ssessessassssssee st ess e s ss e s ee s e s e sEee s e A8 e 8 ee S e s s 42 Eee S e e R 8 e e R e seE R SR e SRR e e S 4e SRR e SRR AR RE e S ee R A e e R e R s s Eentensessessente | SeiesEeEeeiestestastiesiessestansessentansansessens | eeteesesiessestessirsiestestonssssessantonsnsientens | 4eteesiesiestensasssessestonsansiessestonsanssessensans | antiesiestassansessestensansesten st et ententas 0
12. Totals (Lines 9 to 11)




Statement as of December 31, 2007 of the BLUE CROSS BLUE SHIELD OF MICH'GAN

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2 - CLAIMS INCURRED DURING THE YEAR

1 2 3 4 5 6 7 8 9 10
Federal
Comprehensive Employees Title Title
(Hospital Medicare Dental Vision Health XVl XIX Other Other
Total and Medical) Supplement Only Only Benefits Plan Medicare Medicaid Health Non-Health

1. Payments during the year:

1.1 Direct...... 4,184,954,078 ..10,896,184 ..283,872,284 480,331,405 ..202,096,911
1.2 ReiNSUranCe aSSUMEM..........ovurerurirneereeneeneersenesneeseieessssssessesssessnns | onerneenemsesssnsnssneensnsessnd [ coneenseneenensieesessesseeens
1.3 ReINSUrANCE CEARM......... et stsesseteesees | reeseeensiseess e 0
14 Neti ..5,608,378,092 4,184,954,078 ..10,896,184 ..283,872,284 480,331,405 ..202,096,911
Paid medical incentive pools and boNUSES............cccccueeeierierieicsereieiiens | e 20,751,531 |[.covevereinene 20,751,531

3. Claim liability December 31, current year from Part 2A:
3.1 Direct...... ..651,018,500

32

33

34
4. Claim reserve December 31, current year from Part 2D:
4.1 Direct
4.2 Reinsurance assumed...
43
44
Accrued medical incentive pools and bonuses, current year.
Net healthcare recivables ()..........ccuueveierierirerieiessseeie e sieseeiens
Amounts recoverable from reinsurers December 31, current year..............| coocoeevevereereeseeen. 0 | oo | e [ e | e | e ssesesssens | seesesesssesesssesesssensens | ariessssssesensesesssesesess | i
Claim liability December 31, prior year from Part 2A:
8.1 DIFECL.. et | nerenienees 608,972,154 |............. 421,313,091 .o 62,118,436 |..coovvrrennn. 3,374,693 | ..o 682,967 |...ccoounnnnn. 30,334,270 | ..cocovrerrnenes 57,629,732 | oo [ e 33,518,965 | .o
8.2 Reinsurance assumed

....34,449,753

® N o o

8.3 Reinsurance ceded
8.4

9.1

9.2

9.3

9.4
10. Accrued medical incentive pools and bonuses, prior year.
11. Amounts recoverable from reinsurers December 31, prior year...........ccoeee. [ oo 0 [ e | eeresiiseeisesesssesiesenesens | eneeseressrereseseseneseressnees | ereseseresesresesssisreseneressns | verssesierenissesesssissersnseressns | eoeresesesessnsssessssseseseneses | eereresiseresessiesssnsesesnaens
12. Incurred benefits:

121 DIFECL. ...t

12.2 Reinsurance assumed

12.3 ReiNSUrANCe CEARM........ouuvurreireeieeieeieiienieessessessesssenssessensensns |t 0. .0 ...

12,4 NEL..oooce sttt nnnns | srrrassenas 5,650,424,438 159,689,532
13. Incurred medical incentive pools and bONUSES.........cccocevircerserinsieeess [, 34,962,814 |................ 34,962,814

(@) Excludes$.......... 0 loans or advances to providers not yet expensed.
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Statement as of December 31, 2007 of the BLUE CROSS BLUE SHIELD OF MICH'GAN

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2A - CLAIMS LIABILITY END OF CURRENT YEAR

2.1
22
23
24

. Incurred but unreported:

Direct

1 2 3 4 5 6 7 8 9 10
Federal
Comprehensive Employees Title Title
(Medical Medicare Dental Vision Health XVIII XIX Other Other
Total and Hospital) Supplement Only Only Benefits Plan Medicare Medicaid Health Non-Health
. Reported in process of adjustment:
1.1 Direct 14,436,867 |..... ..3,852,270 ...578,026 .333,626 |..... ..8,989,397
1.2 Reinsurance assumed....
1.3 ReINSUrANCE CEAERM. .....vuiiirieiiiiieieisee st | arenseessssssesss st sssenns 0 [ et | eereensieses ettt | setesseses st tes s tensenas | setetessesessns st e st s te s esante | estessetentes et tessessesensensens | Heetessessessnsessetsetentes e tentens | Sressetensessetntessesetensessesans | sressessesastessesnntensesetensenses | sesetensesetens sttt sses et
T4 INELo s | e 14,436,867 |..ccvevevvrennene 3,852,270 |.coovrvriniiens 578,026

3.1 DIFECL. ..ttt | e 0 e [ e | ettt ens | chsesteni bbb st etes | eebeh bbb nt bbb sees | Serebiesb bR s bbb eni | eebeRe e st | Heses s s b s bbbt | eree b s s
3.2 ReiNSUraNCe @SSUME..........ccuvurierermrimriiiseeserissineisensessnssesessesinses | seiersessssssssesessessnssnens 0 e [ crerieri i | ettt | chsest e bbbt st etb s | eebeb ettt nt et sees | Hesebies bbbttt en i | eebe R s | Hesen s st | fenee b st
3.3 ReINSUTANCE CEURH........cocvirriirereieieireieriersereeesssisesensensesinenes | seiersesssssseseseneesinesens 0 e [ o | et | cesest ettt etis | eeber et n e s sees | Heresienb bRttt ni | eebe R st nes | Heses s s bttt | fereer st es
B4 NEL s | s (01 RN (01 RO (O RO L0 O (0 TR (0 RN (01 ORI (01 ORI (01 RN 0
. Totals:
A DIFEC ...ttt | crieniernna 651,018,500 |.....cccrevnee 396,048,545 |........ccco.c... 59,686,108 |......ccccrvvunee 3,569,829 | ..o 730,133 | 34,449,753 |....cocovevene 112,762,072 | ..o (V1 43,772,060 | .o 0
4.2 ReiNSUraNCe @SSUMEM.........c.ouirierrieriiierieisssiseseesentssenessessessnnens | eoseesessessnssesssesesssseeens (01 O (01 RO (O OO L0 SO (0 OO (0 RO (01 RO (01 ORI (U1 RN 0
4.3 ReINSUrANCE CEAEM. ......eurviriiririireirieireieceeieese et | erenseenesssseesesesesesssseens {0 {0 (0 R (0 (0 (0 [0 [0 [0 0
44 NBL ottt entnes | srrensenenean 651,018,500 |.....ccoervenes 396,048,545 ..o 59,686,108 |....cccooinrenns 3,569,829 |..coiiiiriinins 730,133 | 34,449,753 | ..o 112,762,072 | .o (O I 43,772,060 | .o 0
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Statement as of December 31, 2007 of the BLUE CROSS BLUE SHIELD OF MICH'GAN

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2B - ANALYSIS OF CLAIMS UNPAID - PRIOR YEAR - NET OF REINSURANCE

Claims Paid Claim Reserve and Claim Liability 5 6

During the Year December 31 of Current Year Estimated Claim
1 2 3 4 Reserve and
On Claims Incurred On Claims On Claims Unpaid On Claims Claims Incurred Claim Liability
Prior to January 1 Incurred During December 31 of Incurred During in Prior Years December 31 of
Line of Business of Current Year the Year Prior Year the Year (Columns 1+ 3) Prior Year
1. Comprehensive (hospital aNd MEGICAI)...........cocuiveiuriiiieieiee ettt bbbt s bbb essnes | srsessesssssesssssensensans 373,085,364 |...ccoovrrrirerierinn. 3,856,011,286 |....ccoocevererrerrrirennns 18,609,839 |...coverrrererierieis 377,438,706 |...ocvvvrererereerinnn. 391,695,203 |...ccovvverererierinne 421,313,091
2. MEICAIE SUPPIBMENL........oueveiveciiiiitcs ettt st bbb s bbbt bbbt e s bbb st bs bbb ntns | sebsessastans e seen st seees 53,494,636 |....ccoovermreririrrnnns 330,193,332 | .ooererreeereeerine 649,954 | .o 59,036,154 | ..covverrrerererierine 54,144,590 | ..coovverriereeererin. 62,118,436
3. DBNEAI MY, ettt bR ARt ettt a s s nbans | nebaesaesten st s st saer i 3,131,692 | .o 59,407,570 | ..ooverrerrerereereeseerinnne 37,998 | .o 3,531,831 | .o 3,169,690 |..cooevveiererreieienins 3,374,693
A VISION ONIY..tiiiiiiiieiectciei sttt bbbt sttt snennn | ebiestense b sttt 701,724 | oo 10,194,460 | ...ooovveveerereerereierine 2,239 | .o 727,894 | .o 703,963 | .o 682,967
5. Federal employees health DENEMItS PIAN............cc.eviveiiiicice et sb s s b sens | sessessensnssessensnssesaa 25,950,721 | .oovevvererierirerennns 257,921,563 | .covveveeieeienseieinns 1,887,250 | .oooovereerererierireis 32,562,503 |[..coovrerrirererienins 27,837,971 |, 30,334,270
6. TItle XVIII = MEAICAIE........cvucieviricieiiesscte ettt sttt n s st naens | siessestenssessensansnssnssas! 44,972,446 | ..o 435,358,959 |...cooovverereireieieinins 544,033 | .o 112,218,039 ..o 45,516,479 | ..oovvevereeeerine 57,629,732
7. THIE XIX = IMEAICAIA. ... ...ttt s bbb s s s st s ssesses | anssessessassansnssessensanssessessensnssesses | 1estonssnssessasssssessessestnssessessensnsans | 1ebsessssssssessassensanssessessanssessessantns | sebsessestessansessessentans s st ens et estens | setensansses sttt et n et nes O S
8. OHNEI NEAIN. ...ttt st ensnes | rentent et st en s st nnr e 24,899,035 |...oooiieriereriniienans 177,197,875 | 3,272,292 | .o 40,499,768 |...cooovrirriirrinrinnennenn8 171,327 [t 33,518,965
9. Health subtotal (Lines 1 to 8) 526,235,618 5,126,285,045 | ....ccooieririirierieninns 25,003,605 | ..oooiiiiierenieiienean 626,014,895 608,972,154
10, HEAINCATE MECEIVADIES (8).......cvucvveeiicvieeiieiees ettt sttt s e e b a s bss s ss st e s s et st stes e bansenanss | sretensessssinsnssessnsssesssssssessnsntessases | oevessesssssessssssessesnsasd AAMA25T2 | oo seesees | ereetesissis st saes s ssaens | sesssisssse e rans [0 U
T4, OtBI NON-NEAIN. ... .ottt eSS e bR s s b R b st n s st se | S1essessensnssessessentns e ssessensessessenss | esbsessessestensaessesses s st s s s st et nsaes | 1esEessnssessessest et s sten st ssensentns | nebses st st et s R st en s b s st st et stens | aebnsesses st ettt nes O R
12.  Medical incentive Po0IS aNd DONUS GMOUNES.........cccciiuciiiciiiiie e e s b ae bbb s s s s saebens | sbsesessssssesesnsesessssetesensesesassnsesenses | sessebessnsesessssesesansesns 20,751,531 | oo | e 18,311,778 | .o 0 [ 4,100,495
13, TS (LINES = 10 + 11 4 12). ittt ettt es st sne st sns sttt 8 sttt en st ant e | snbsessesssnsssssensensnens 526,235,618 | ...coivierrrrriinians 5,102,894,004 | ....coooivrisriiinienenns 25,003,605 | ..ooorrieienininiean 644,326,673 | ...ovvrieersrieies 551,239,223 | ..oovicieersrineies 613,072,649
(a) Excludes§$.......... 0 loans or advances to providers not yet expensed.
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Statement as of December 31, 2007 of the BLUE CROSS BLUE SHIELD OF MICH'GAN

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - GRAND TOTAL

Year in Which Losses
Were Incurred

Cumulative Net Amounts Paid

1
2003

2
2004

3
2005

2006

2007

@ gk w =

447 442
4,293,367

SECTION B - INCURRED HEALTH CLAIMS - GRAND TOTAL

Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year

Year in Which Losses 1 2 3 4 5
Were Incurred 2003 2004 2005 2006 2007
Lo PHIOT ettt R RS bR A AR bR AR R s bbb s bbbt b et n b s bt | nebentesaese s st st s sttt enee 518,954 | ..o 88,640 | ..o 2,947 | oo (B72) | oo
2. 2003t a AR E bR e RS R R R s bbbt a s bbb s et en b s e b tensenntens | desstessesebestes b et st ntene 4,832,464 | ..o 393,967 | .o 5,916 | cvoveeiereeeeeee e B73 | v (168)
3L 2004 AR ARttt bR bR s bbbt bt n s tennes | evsebentensesesentenais XXX vieieieeinreiseisniens [ e 4,852,568 | ...cocvirerereiiee e 481,421 | oo 17,403 | e 397
B, 2005ttt AR RS s R ARt b bbb bbb s sttt es e nntens | ansesetensesntnsenaees XXX v [ e XXX vieveievsieissisniens [ e A2T3TAT | oo 443,121 | oo 23,648
D 2008, ettt AR REE SRR R e R bbbt s bt ense s tennes | eriebensensesetnntenies XXX viivieieinrieneiseienns [ e XXX vt v XXXt | e sns AT44.598 | ..o 484,329
B, 20007 .ttt ettt ettt etk R R Rt e Rt et eef et e E R e R Rt AR R R AR E et et et ettt ekt en st en s sttt en st et entensenntens | ansesistensesetentanaans XXX tisvrereesnienieissienns | eoreessiesessssessanens XXX revieiieisrienieissiens | cnnsnenssisseesienees XXX oveveisiiereississens | enrereisseesessseanes XXX oetrisirerisessienssnnnes | oreesssssiesesssssssesssssssssessssns 5,177,181
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - GRAND TOTAL
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Cal. 3/2) (Col.2+3) (Col. 5/1) Unpaid Expense (Col.5+7+8) (Col. 9/1)
5,554,675 | ..coeverrererernrnne 4,738,454 | oo 35,709 | 0.8 | ATTAAB3 [ o859 [ e | et | b 4,774,163

..5,518,401
5,523,155
5,805,420
6,169,179

4,791,966

.............. 5,223,838
.............. 5,102,894

4,726,362 |....

................ 4,828,079
................ 5,263,205
................ 5,141,349

4,761,979 | ...

LA T62,17T |

4,831,344
5,287,639
5,860,285




Statement as of December 31, 2007 of the BLUE CROSS BLUE SHIELD OF MICH'GAN

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - HOSPITAL AND MEDICAL

Cumulative Net Amounts Paid

Year in Which Losses 1 2 3 4 5
Were Incurred 2003 2004 2005 2006 2007

370,089
3,696,773

@ gk w =

SECTION B - INCURRED HEALTH CLAIMS - HOSPITAL AND MEDICAL

Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 2003 2004 2005 2006 2007

NHCL

[ T

PIIOT ..ttt | Herene s et 432,499 | oo 79,387 | oo 2,400 | .o (710)
.......................................... 4,197,610 [ .oV L TOT | e 160 | e 485
AAL21T8 | e 403,393 | ..o (247)

3,742,790 | ...

SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - HOSPITAL AND MEDICAL

1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col.2+3) (Col. 51) Unpaid Expenses (Col.5+7+8) (Col. 9/1)
2003.... 4,955,616 |.... 4,137,186 |.... .4,168,364 | ... ...4,168,364 | ...

2. 2004 [ s 4,880,275 | ..o 4,056,831 | ...ooorvveriierireneen 30,573 | e 08 | 4,087,404 | ....ooovrriinnrene838 [ 142 | s L 4,087,562
3. 2005......rnes | s 4845912 | oo 4,049,376 | .....oovvvveriienirnneen 30,517 | 08 | 4,079,893 | ..o 842 | s 2,695 | oo K 4,082,900
4. 2006........ e | e 4,789,834 | ... 4121758 | oo 31,082 | e 08 | 4,152,820 | ..oovvvorercererieneienns LT 15,773 | e 1,826 | oo 4,170,419
5. 2007 | s 4,791,046 | ..o 3,832,620 | ..coooonvriinniiiniennnnn28,883 | 0.8 | 3,861,503 | ..o 80.6 | .o 395,750 | ..o 45,825 | ..o 4,303,078
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Statement as of December 31, 2007 of the BLUE CROSS BLUE SHIELD OF MICH'GAN

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS

(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - MEDICARE SUPPLEMENT

Cumulative Net Amounts Paid

Year in Which Losses 1 2 3 4 5
Were Incurred 2003 2004 2005 2006 2007
1. ...42,286
2. 2003...oeeeeeeei ettt E R R £ £ £ £ £ £ R £ R R £ £ AR R R bR b e et st ent | eebieebieeb bbb 245,827
B 2004 f £ttt entene | shieebienbi et ) 0.9 SO
B, 2005.......ooceeueeeeeeeeeeee ettt E £ £ £ R R R bbbkttt enbent | retbeni et ) .9, CORRRIRN IR XXXt | e sesneas 310,622 | .o 49,224 | oo 305
B 2008, ettt | sheeebine b ) 0,9, CORRRIRN IR D 0,9 SO RRRIRN IR XXX oevierierineninerinenns | oo 323,387 | e 53,293
B, 2007 ettt E R £ R E R E £ E £ RE£RE R RE R E R eRE R b nE e n bbbttt ent | enbent ettt D0, CORRRIRY [P D, SRR ISR D, SRS [ XXX oereereereensennenes | seeseesssesseesssessssssess s sesnees 330,193
SECTION B - INCURRED HEALTH CLAIMS - MEDICARE SUPPLEMENT
Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 2003 2004 2005 2006 2007
Lo PIIOT et bbb a bR A bR b e AR A AR SRR ARt A AR ARt A s b e At s et s st b s e sesesns | Seseseseaetesnsetes s et b e st s st b e 43,887 | oo 5,149 | oo 238 | o 7 | e
2. 2003t a bR A e AR e R RS e e A bR E A s AR bR ARt A bR AR R s e st s Rt e s s e s b nsntesessnaetenente | eresesissebessseses s ete s s et e s s et benan 298,997 | oo 41,376 | oo TTO | oo 81 | s (27)
B0 200 ...ceeoeeeeeeeseeeeeseseeeeeeeeee e eeseeseee e seee e eesseseee et senesseseeeessessessssesnsseeeesessssssssennsssseeesssessssssrinn | eveenereeeesresssssss KKK erroererseeeeseessssese | coererseeeeessssssssseresseseeeessssss SA2288 | covereereeesirecerreeeesessssserserenee 99T | oo 799 | oo (62)
4. 2005 bR bR bbb et s s b st et s e s b nnete s s snnesesntesensnsesessnsetensnsnserensnte | serersnerensnresesssnes s KKK ursrererensnrersssnserenns | erenerensnesessnneres s XK Kunrererensnsessnsnserennnns | srsererensnnssessseesssssessnseeennnnessd 10, T 10 [ it 44,321 | oo 283
5. 333,402 | ... ..46,989
B, 20007 .ttt E R eE SRR E ettt es et nntsnnennennnsannensnnsntensnnnnrens | sresnsesnnesnnnsnnesess KO urerensnnsnnnnrsnrennnes | snrernsrsnnsnnersssness KO Knrsrrersnrsneesnnsnrenens | sererneensssnsesnsssssess KX ersrrersensnresersnrsnnens | snrensenssnensessssnnss KA ereerernsnsnssnnennnsnsens | sressessnsennesssnsnsesensnsensessssnsenae 334,072

SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - MEDICARE SUPPLEMENT

1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col.2+3) (Col. 51) Unpaid Expenses (Col.5+7+8) (Col. 9/1)

1. 2003.... 202,164 | ... 2,185 | ... 292,135 | ...
2. 2004 | s 214,973 | oo, 329,942 | oo 2486 | oo (U< 20 T 332,428 | ..o 1546 | oo 2 [ | s 332,430
3. 2005 | s 223,683 | oo 360,151 | oo 2 2 (U< 20 T 362,865 | ..o 162.2 | oo 19 | s 2 | s 362,886
4. 2006........eerens | e 221,430 | oo, 376,680 | ... 2,839 | o) (U< 20 379,519 | e L 829 | oo TR [ 380,221
5. 2007 | s 224,714 | oo, 330,193 | ..o 2488 | .o 0.8 | 332,681 | ..o, 148.0 | .o 59,036 | ..ovvenririnii 6,836 | ..o 398,553
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Statement as of December 31, 2007 of the BLUE CROSS BLUE SHIELD OF MICH'GAN

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS

(000 Omitted)
SECTION A - PAID HEALTH CLAIMS - DENTAL ONLY

Year in Which Losses
Were Incurred

Cumulative Net Amounts Paid

2003

3
2005

2006

2007

@ gk w =

SECTION B - INCURRED HEALTH CLAIMS - DENTAL ONLY

Year in Which Losses
Were Incurred

Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year

SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - DENTAL ONLY

1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment

Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent

Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col.2+3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 9/1)
1. 2003.... 100,612 |.... ..620 |... ....82,831
2. 2004 e | et 86,229 529 70,748
3. 2005 e | ereeeree e 81,150 496 66,281
4. 2006........iereeereeeeieeeseenieies | e 78,449 503 67,345
5. 2007 eererenienn | eresrreeressisnanesesesnaeneas 73,954 448 63,797
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Statement as of December 31, 2007 of the BLUE CROSS BLUE SHIELD OF MICH'GAN

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS

(000 Omitted)
SECTION A - PAID HEALTH CLAIMS - VISION ONLY

Year in Which Losses
Were Incurred

Cumulative Net Amounts Paid

2003

3
2005

2006

2007

@ gk w =

SECTION B - INCURRED HEALTH CLAIMS - VISION ONLY

Year in Which Losses
Were Incurred

Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year

SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - VISION ONLY

1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col.2+3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 9/1)
1. 2003.... .07 ..14,335 | ...
2. 2004.eeeeeeeeeeereeeeneeieen | eveeereereessrrenreeneenrenee 16,403 | e 12,637 | e 95 12,732
3. 2005 eeeeeeeeeereneeieeneens | ereereereessnsensenseenrense 16,032 | e 11,810 | 89 11,899
4. 2006.......eereeeeeererseerieenes | ereereereeriensnrenseeneenren 19,403 | e 12,271 | e 92 12,365
5. 2007.cieeersreeesresrsnenienns | evenreersssnssnresnsnenses 13844 | s 10,194 | e 77 11,083




Statement as of December 31, 2007 of the BLUE CROSS BLUE SHIELD OF MICH'GAN

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - FEDERAL EMPLOYEES HEALTH BENEFITS PLAN PREMIUM

Cumulative Net Amounts Paid

Year in Which Losses 1 2 3 4 5
Were Incurred 2003 2004 2005 2006 2007
...28,534 | ...
2003.....-eveereeeeseeess et etn s | ekt s R 135,623
20040 everreeeeeeeees ettt | sreeet et )90
2005, ...evesseeeeseeee sttt | sreeeb e et )00 SO IR XXX ottevireerennseenineens [ o 197,272 | oo 24,982 | ..o 547
200B......evvvvereeeseerssse ettt | seereti e 0. 0.0 SO DR XXX oeerirereiinseerinens oo XXX eetevirrererneseninens [ eresesesinssiesesssesi s YL\ 0 25,189
2007 vttt | srereenennt e XXX eerererreensennsnee | conseseessesnsssesseens XXXoeerenereennsesnnnens | conereeensssnesssesenns XXXoeerersereensennenens | vosereensssnsseseeonas XXXeerenenesssesnennes | sevvessssessssssnssssss s 257,922

@ gk w =

SECTION B - INCURRED HEALTH CLAIMS - FEDERAL EMPLOYEES HEALTH BENEFITS PLAN PREMIUM

3421

Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 2003 2004 2005 2006 2007

PIIOT R AR RS R e SE A £ AR AR R Rt s et nre st | ebsetntesa ettt ettt nree s 31,899 | oo 4,002 | oo 292 | oo 100 | oo
2. 2003t AR R £ AR R RS RS EeeeAReEeeR e R et n et en e s e tnntens | Heestessee et st et et e et ne e s 168,194 | oo 30,044 | oo 924 | oo 105 | e (32)
Bi 2004 AR AR AR R ettt n et enne s nnnnes | esrerneensennennrenne XXX vireirieeneineeeneinens | et eesenes 202,777 | oo 28174 | oo 16,767 | v 291
4. 2005 iR RS £ R R AR Rt R ettt n e nntens | seseeetensesetneennees P90 I O DO U U S 182,136 | oo 28,629 | ..o 21,380
D 2008..... ettt AR E SRR R ARttt s bt nnetnnnes | esrerntensennennrenne P90 NN O 9.0 RN R XXX veirireineneeneinennens | e esseenees 203,057 | oovveeeeereererereireeee s 28,882
B, 20007 ettt R R E 4 E SRR R RR e E e R ettt et et enenntens | anreesssensesnreneanaees XXX rorereeeesnenneensennns | eonsessesssessessnsnnens XXX ievreeeensennsensennns | eoneennsensessesssnees XXX oioerrersenmneensennrnnns | conmrnnsensesssnnsenees XXX oeereermreereensensnennnes | conessesssessssssesssssssessssssssssssssenaes 237,466

SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - FEDERAL EMPLOYEES HEALTH BENEFITS PLAN PREMIUM

1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col.2+3) (Col. 51) Unpaid Expenses (Col.5+7+8) (Col. 9/1)
2003.....ceceeeeeeeeeee et | e sesseeseenans 194,126 | oo 164,293 | oooveeeeeeereeeeerens LI (O T 165,531 165,531 | cooveeeeerereeeeerere i 85.3

2004......orrens | e 220,761 | oo 192,466 | ..oooovveeeeieenns 1,450 | oo (U< 20 193,916
222,801 224,480
....245,966 ....247,820
............................. 257,922 e 209,800

193,954 | oo 87.9
7L A 98.8
...249,651
296,200 | ..o 94.3

2005.......creeereereereens | e 227,348

SRl
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Statement as of December 31, 2007 of the BLUE CROSS BLUE SHIELD OF MICH'GAN

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS

SECTION A - PAID HEALTH CLAIMS - TITLE XVIil - MEDICARE

(000 Omitted)

Year in Which Losses
Were Incurred

Cumulative Net Amounts Paid

1
2003

2
2004

3
2005

2006

2007

@ gk w =

SECTION B - INCURRED HEALTH CLAIMS - TITLE XVIIl - MEDICARE

Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 2003 2004 2005 2006 2007
Lo PIIOT ettt bbbt b A s e A AR A A b e R SRR AR s e AR R ARt SRR s e A AR SR ARt e A et s ettt sese s s ensetessseaesans | 42eseaessietetesseseteseesetessesesesassetesessesesasnte | Hesetetesastesesseaetsssetes e seaesassetesesesetesntesa | 1esetasseteseseaete s ssetes et e aebesaet et et seaesesnsesens | ebessnsesesissetesesseset s eesebe s eset et s aetesensesesans | ebsesesessseteteseae s e s et et e s e et s st et e s s enaen
R 00X T IO IO OO N
TR PPN BT D I OO O
L 00 TR OSSR XXX veveeeeeveieeerenes | e XXX evetereteterereierereees | eeverereseseseesesssesesessse e sesesenas 8,202 | ..vverereeeiereieie ettt tetes | srerererere et et et ettt ettt ettt ettt renas 491
LT PPN BT XXX oveveeeeeeveererenes | e XXX oveveverevereererererees | cererereseresesesesenens D0 N 220,336 | .o 41,128
B, 2007 .....eeeeeeeeeetetetetetetetete et et et ettt et et ettt tet et et et etet et et et et etetetetetetetetetetes et et etesereteteteteteseteseseretetesetereretereresereteretereretetetererererererererererene | steterererererererererens 00 R [ XXXovoveveveieveieieeeees | cveeeececeennens D0 R [ XXX ovovoeeeeeeeeeie | e 493,845
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - TITLE XVIII - MEDICARE
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col.2+3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 9/1)

........................................................................................................................... 0.0 [ coereeeeeereereeeereereeseereeeee0 |00 [ | ettt | creeseessessessesesssensesseeseensenens0

........................................................................................................................... 0.0 | coeveeeeeeeeeeeeeeeereseeenn0 erereesee s sessaesssssensnens | srsessessessssssssesssesessessessensnses | sevesssssensesssessesssssnssssssnsenss0

.................................... 782 reveeveeeesseesaesasssenseesennsens [88 SO ( . <

...213,157 X ....214,763 .44 | .. ..215,370 | ..
435,359 | oo 3,281 | e (U T 438,640 112,218 563,852
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Statement as of December 31, 2007 of the BLUE CROSS BLUE SHIELD OF MICH'GAN

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS

(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - TITLE XIX - MEDICAID

Cumulative Net Amounts Paid

Year in Which Losses 2 3 4 5
Were Incurred 2004 2005 2006 2007
L PIIOT et R AR SRR AR RS R SRS R s R R e AR s R st st ente s e bntesseta | Siebsesetessesetensessessetessesse s st esseseetessesetns | Sbessessesnsessesiesastes et aetesse s e ten s s et nsensesses | Hhetestesetest et et et et s st s s s st e s st et e senteses | Seietensesiesnses s e st s s e s st ee b e st et et n s e s bnsenaes | 4hsebiesestes et et e st R e bbbttt
2. 2003ttt R et AR R bR A AR s bR a R s s bbb A bbb st s st bsessestessesiente | ebusbssuesiesaes s bae s s s st e bbb e st st bs b aessents | Shsebiessestens e saesses st s e s s st st s s saessesbansa | Hiebieststans e st es st b e s s st bbbt e st et e bsesas | ebtisbansiesaes b et s s st bbb e st s b e ssentns | eebaebsesees bbbt st bbbttt aen
3. 2004 ARt AR b bbbttt tens | nesaesaestens e st XXX otrtetereissiesiieis | cevieie st es s s st sens | cbsestes st s sttt be s st s et | Sisbies e se st es et s s st e st en s b e st st | Hebiesi st et es ettt bbb
B, 2005.......cceeeeieie st R AR AR AR ARttt n bt entennenne | sresiessestes s aentas D00 COUIRN IPRR XXX otrttiierieisssineien | cevieiissiessss sttt biens | ebaessesse s st bbb stenes | Shiebiesies st ettt
B 200B.....cuuietceseie st R SRR ARttt n s tntens | nesaesaentees s st s D 0.0 GOSN IS D09, CHINY IUTNRN XXX oirierireteiesieninnis | coresiisiesesss st s s ssestenes | sressesiess st ettt
B. 20007 .ttt ettt ettt R E et R A e AR e Rt A e AR e f et R e ettt n st en s s entantantnns | nersessentnsententeneas DS SO NNIRY [RO D0 ORISR XXX oirierisnierieniesennnes | arresssssiessessssssssans XXX terisriesissresssssanes | erssssessessssssssssessess s st snsssssessessanssnssns
SECTION B - INCURRED HEALTH CLAIMS - TITLE XIX - MEDICAID
Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 2004 2005 2006 2007
Lo PO ettt sss e snsese e sensssessssssesessnssssssnsesessssesessnsnsesessssessssnsesessnsnsennns | snnrnennnneeennen A I I I B et | ettt setens | ebessseaes e et et st s e s e st e s st e b s st sensesesans | ebesesesassetesesea et st et s et s st s s st enaen
R 00X TSR ST S0, B NP N OO IO T OO O
R TR O 0 ¢ GO O O U SO TTTRT
L 00 TN ) I O S
LT PPN BT XXX oveveeeeeeveererenes | e XXX oveveverevereererererees | cererereseresesesesenens D0 O RO
B, 2007 .....eeeeeeeeeetetetetetetetete et et et ettt et et ettt tet et et et etet et et et et etetetetetetetetetetes et et etesereteteteteteseteseseretetesetereretereresereteretereretetetererererererererererene | steterererererererererens 00 R [ XXXovoveveveieveieieeeees | cveeeececeennens D0 R [ D0 S O
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - TITLE XIX - MEDICAID
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col.2+3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 9/1)

1. 2003.ccieeeeeeeeeereseeteeeeeseseeniieies | eeveeseesessessessessesasssessessessenes | sressestesssssieseesssssessnsessesssntes | eeseessessestsssesaessenseesaesaessantns | stessesseseessensesseeseesses e 0.0 ooz o0 | 0.0 | oottt eesreeseesiesiens | eeveeseesesees st sessesssssessenes | evressesseesesesssssee e saenss s (01 T 0.0
20 2004 e ieens | eevesiestesseesssaes st saesasnsssens | sevtesiesssssssaes st esasssessaesaans | srsessessesstessens e ssessastensenssentanes | essesssseseessenseeseesaeseas N N ..................................... 0.0 | oo teeeeesresseeseesens | eeveeseesesaes st sessess e sesaenes | sevrersesseseesess st saenss s (01 0.0
3. 2005 et | eeveseesaee st sssaesasnsssens | sevsestesssssssses st stessssssssesaans | srsesseessesssssensessestesssseesasssnes | sessessenseesssssensesseseesses DO 0. S W e 0.0 | oot esresteesiesens | eeveesesiesies s sessess s sessenes | sevrersessesesssssssee e saenss s (01 0.0
B 2006.........ceieeeeieeieeseseeieniienes | eeveesresiesses st ssssessessens | sssessessessesses s ssssessessessseseanes | stersiesaessessessssessesssseesaestantas | srsesseeseeseesess s s seesten e sen 0.0 | e [0 OO 0.0 | oottt eesreeteesiesiens | evveesessesees s sesses s sessenes | sereessesseseseessenseesaesaensn s (01 0.0
B 2007 eieeeeeeeseeesesiseieriisieess | esreesassansssssssensensessesssnsnsens | eesssssssessssssensansssssensansnssessans | ansesssssssssnsnsessessantnssessansanes | essessnsssssessnsnssessensantanes 0.0 |t [0 0.0 | oo sesiecieeiens | evreesissssesssssssssssesssnssssasssenes | essesssssessesssnsnsasssestensansanes (01 0.0
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Statement as of December 31, 2007 of the BLUE CROSS BLUE SHIELD OF MICH'GAN

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS

(000 Omitted)
SECTION A - PAID HEALTH CLAIMS - OTHER

Year in Which Losses
Were Incurred

Cumulative Net Amounts Paid

1
2003

3
2005

2006

2007

@ gk w =

SECTION B - INCURRED HEALTH CLAIMS - OTHER

Year in Which Losses
Were Incurred

Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year

.28,171
184,179

SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - OTHER

1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col.2+3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 9/1)
1. 2003.... ....381 ....50,967 | ...
2. 2004 484 64,751
3. 2005 s 612 81,873
4. 2006.......eereeeeenieerenenienes | ceerierieereesinnieneneenni 201,878 [, L7 T 1,411 192,268
5. 2007.eeeeseeeeeesrsrenienns | evesrrerrennssisnisnrenreenn@ 13,538 | ot 177,198 | oo 1,335 223,723




Statement as of December 31, 2007 of the BLUE CROSS BLUE SHIELD OF MICH'GAN

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2D - AGGREGATE RESERVE FOR ACCIDENT AND HEALTH CONTRACTS ONLY

€l

1 2 3 4 5 6 7 8 9
Federal
Comprehensive Employees Title Title
(Hospital Medicare Dental Vision Health XVIiI XIX
Total and Medical) Supplement Only Only Benefit Plan Medicare Medicaid Other
POLICY RESERVE
1. Unearned premium ESEIVES..........wweurerrermeresnerseesssersssessssessssssssssns | sevessessssesnen 251,962,635 |..coovverrrrennn. 214,562,865 |....covvvrvereenen. 29,973,078 | ..o 3,292,765 | .covvverrrirrrienn! B14,767 [ oo | e 3,519,160 | ovvervvererireeienirecenenseens [ e
2. Additional poliCY rESEIVES (@).......ccceurremrrerrrirrrirneeisreieseiseriresisesssnesens | ceverereeseeneons 356,700,000 |..coovvrrerreene. 146,089,939 |....cccovvveuece. 209,300,000 |..oooerrirrrernnens 1,085,256 | ...cvvevvrerrrrireninne 224,805 [ .ooeviriieirieriinerirnreinenis | e | s | e
3. Reserve for future contingent benefits...........cooveveurrincnennnneneicseens | e 0 [ eeeeeereereereeeeineineieeeesenteeens | sereeeneseeseessssneesssstssssessesss | ceestestnsses s estese s stessestans | ceesteseesestest et st ess st e ssessens | eesestestastessestenssessesestestanes | estneessestessnnssessestentntensents | netsestessantsesessenteet et stensentas | sebestessee sttt
4. Reserve for rate credits or experience rating refunds
(including §.......... 0) for investment INCOME..........ocevevevereierseescereereresiens [ e 343,929,747 |..vvverernn 322,311,418 | oo | et 1,967,398 | ..o 455,600 [.ooverereirerenens 4,932,596 |..cccevrvirernne 11,462,735 [ .o e 2,800,000
5. Aggregate write-ins for other policy reSErVeS.........coeveeeeierrereeiieieienns [ 0 | 0 ] 0 ] 0 ] 0 ] 0 i 0 ] 0 ] 0
B.  TOLAIS (GOSS).....ovrerrerrerirrerrerirresiesssresiseseses s ssssessessssesssessssesssons | wessessesneessneens 952,592,382 |..coovverierennn. 682,964,222 |....covvvverernnes 239,273,078 |.oveeevrerrinnens 6,345,419 | .o 1,295,172 [ oo 4,932,596 |...cocorerreerennnne 14,981,895 | ..o (U 2,800,000
7. ReINSUTANCE CEARM..........rvurieriiiiiiiie s [t 0 e i | e | | s | e | s | eeent et
8. Totals (net) (Page 3, Lin€ 4)....coccoveiriieenieiiisiieei s [, 952,592,382 | ..., 682,964,222 | .......ccoeeeeeee 239,273,078 |..ooovvvrcrinnn: 6,345,419 |, 1,295,172 [ .o 4,932,596 |...ccocvoviien. 14,981,895 | .o (O IR 2,800,000
CLAIM RESERVE
9. Present value of amounts not yet due on Claims..........coccoeveerninrnrrenns | oo 0 | crrerrrerreeenerernnseesssesssnens | sersessesnssesssssnssssssssssssessesses | eeiessessnssssessssssssssessesssssns | sesssssnssessessnssssessessasssessens | ressessesssnesssessenssnssessessassanes | sesesnssessessessanssessessansnsnssesss | sessessessansnsessestensanssestessansns | srsesssesesastessanssessessassanesesaas
10. Reserve for future contingent benefits...........c.cccveveieercceiieieceeieieieiins | e 0 [ oo resessesesiesesseenes | cereeiie s sesesssssesssesesies | criesiesies et saes s ses | srestesses st es st es st s saens | eesiessestess s estes s st sestestnes | estessesiestessessesessests s sienes | sesesiessastsses s tes s s stessntas | sbtesbsses st b et es s
11, Aggregate write-ins for other claim reSErVeS.........coovrurrerrerernrrrininrnnes |ooreresssssiss s sessssssseas (0] [0 [0 (O] [0 [0 0 ] 0 ] 0
12, TOHaIS (GrOSS)....vrvrerreriiiereiiesiesies sttt bbb stes s s ssesaas | sertessessissses st s sees s (0] OO (01 OO (0N U (01N OO [0 O (O RO (01N RN (U1 0
13, REINSUTANCE CEURM........courverieeicricricrieririenie et senees et 0 e isisrrernsseserssnsenesnes | sreenesssssnsenssssssesnssnesesssssenses | seessenssnssnssssansenssesessenssnsns | coessinsesessenssnssessensensansesnns | resessenssnsssssensensensesessensanes | enssessessensensanssssessanssnssesseses | sesessensonsanssessensenssnssssensensns | srsessissessantensansssssensssssssssssas
14, Totals (Net) (PAge 3, LINE 7)....cuevreiieiicieeeeeeeese s siesisssssiens | ceveesissssesiessesssssesseseessneas (] OO [0 (O (O RN [0 [0 (O OO (O O 0
DETAILS OF WRITE-INS
0501, ettt sst s | serere s 0 [ v [ | [ s | e | e | s | s
0502, oottt esntnns | serent et enens 0 [ e [ | e [ st | eresenes st sssssssens | sreeeseesisnss s esssesssens | seesseees ettt eentnses | ceseent et sees st
0503, oot snt s | sereri s 0 [ v [ | [ s | e | e | s | s
0598. Summary of remaining write-ins for Line 5 from overflow page........c.coeeee [ covreninrnninnnl (0] (01 (O (0] N [0 (O (01 OO (01 ST TRRO 0
0599. Totals (Lines 0501 thru 0503 plus 0598) (Line 5 aboVe).......ccevvvevrevieees Lo {1 OO (01 OO {01 [0 N {01 O (01 [0 {01 O 0
OO O PT ST OTPTSRSTU DOUOTORTRT RN 0 [ oo [ | e [ st | s nessesssssssnssssssns | srsesseesssssssesssessesssssssens | seesseess sttt ssssanses | eeseesesees sttt
1102, sttt | s 0 [ [ | [ s | e | e | s |
1103, ettt | ernest ettt 0 [ [ | [ s | s | s | sttt eses | ceseent ettt
1198. Summary of remaining write-ins for Line 11 from overflow page.........c.c...| cooeeveevcseceeeeece e (0 U (01 O (01 SR (01 T (01 SN (01 TR (01 T (01 O 0
1199. Totals (Lines 1101 thru 1103 plus 1198) (Line 11 above).......coocvwnsvcevsces frrsiisiiiiicsicesrnnn (V1 OO (O OO (O IO (01 ORI (O O (O RO (01 OO (O O 0

(@) Includes $.....356,700,000 premium deficiency reserve.




Statement as of December 31, 2007 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

UNDERWRITING AND INVESTMENT EXHIBIT
PART 3 - ANALYSIS OF EXPENSES

Claim Adjustment Expenses 3 4 5
Cgst Other2CIaim General
Containment Adjustment Administrative Investment
Expenses Expenses Expenses Expenses Total
1. Rent ($.....43,077,488 for occupancy of own bUilding)............eevererveeerenerrieerirnnnnnns | vevevinens 4,598,275 | ......... 10,160,760 | ......... 31,771,321 | oo 46,99 | ......... 46,577,352
2. Salaries, wages and other DENEits.............c..vvrerrnriinerinrieeeseesnseresenes | v 83,414,509 | ....... 160,164,914 | ....... 363,924,340 | ...ccvovnee 707,715 | .......608,211,478
3. Commissions (less §.......... 0 ceded plus §.......... 0.@SSUMEA).....vvvererereirereinireiniinenes [ rerreeeeeneeneees | s | e 203,602,896 | ..covevrreiririiniiinene .......203,602,896
4. Legal fees and EXPENSES. ..ottt s —— e | s 3,562,034 | - oo | e 3,562,034
5. Certifications and accreditation fees............ccccouuniviiriniiiiniiis = —— s | | T s | 0
6. Auditing, actuarial and other ConSUItiNG SEIVICES............ucvuverererirereicriereiscrienens | e 10,030,146 | ........... 1,057,533 | ......... 72,864,491 | oo 3,626 | ........ 83,955,796
7. Traveling EXPENSES........cceuriururireirireiniieiecseintisistse ettt sessesessssensesenins | oeviesieeas 1495514 | .............. 955,559 | ......... 11,731,441 [ oo 9,382 | ......... 14,191,896
8. Marketing and advertiSing...........ccocruriuriiirinininiiesennee e | e 1,554 | = e | e 16,598,368 | - oo | e 16,599,922
9. Postage, express and telephone............cccoieiiirenieeeeee s | v 2,294,257 | ........... 9,939,774 | ......... 12,500,466 | .......co....... 1,365 | ......... 24,735,862
10.  Printing and office SUPPIES..........vvvrervemreereriiriincriieseisessiessssesisesessesssesssesesenes | oeverinens 1,213,546 | ........... 1,209,777 | oo 6,476,988 | ......cooevvnne. 15,198 | oovvvvne 8,915,509
11. Occupancy, depreciation and amortization..............c.ccceeuriiuririninnieneeneeneenees | veeieens 1,171,895 | .......... 1,782,462 | ........... 6,883,649 | ....ccocouee. 9,847 | ........... 9,847,853
12, EQUIPIMENL. ...ttt ettt ettt snies | stessessnsesessessssesessens [ essesensesessesessesesseses | seessessstesnsesnsesnsens | enseeessessnsesensesensens | ereesisaeseniesssenees 0
13.  Cost or depreciation of EDP equipment and SOftWare............cccoeveerininninnenneenees | vveeineens 5,652,751 | ........... 4325910 | ......... 62,841,802 | ....c.covue. 21512 | ......... 72,841,975
14.  Outsourced services including EDP, claims, and other services.............cccocovevvenvens | wvvennas 59,483,558 | ......... 68,141,645 | ......... 92,532,950 | .coovirerernne 19,068 | .......220,177,221
15.  Boards, bureaus and association fEES...........cccvcieerieicieieeeeeeeesereee e | e 363,179 | oo 25986 | ........... 6,986,848 | .....ovveverveieeeien | e 7,376,013
16.  Insurance, €XCEPt ON rEal ESLALE...........cvviriuriciricreese e | cereinieinieeas 2,570 | ceveeeeecieinne 960 | .ocveee 2,187,297 | .ceoeeeeeeeeeeeeeen | e 2,190,827
17.  Collection and bank SEIVICE ChATGES.........cceuririuriieriiirieinieirieiseetsseess s | eessessssesnssessssessssens | ossesssesssessssessseses | seeeessssessssessssessnsens | sesessessneens 166,166 | ......c........ 166,166
18.  Group service and adminiStration fEES............coveuireiieiieienee e | cevereniereseienssesesens | eesessesesssesssessssenns | serenees 88,177,809 | - oo | e 88,177,809
19.  Reimbursements by UNiNSUred PIans.............ccovueurerremrereereeeeeeeieineiseeseeseissssssessensens | evneens (89,824,889)] ......(136,624,411) | ...... (528,381,700) [ = ovoevreeereercrcne | e (754,831,000)
20. Reimbursements from fiscal intermediaries............cccovinininininnensres C ——— s | e | et | e 0
21, Real eState XPENSES.......c. vttt e ———— s | e | 7 e | 0
22, REAl BSALE tAXES.......ceciicicicc s | s | sesieniesesiesenienes | sesieniesnniesenienes | st sinienes | e 0
23. Taxes, licenses and fees:
23.1 State and [0cal iNSUrANCE TAXES............cverrrrerirrerinereiseieises s e e | T e | T s | e, 0
23.2 State Premium tXES. .......civrereerreeereereereereeeeeeee ettt e ———— s | e | T v | 0
23.3 Regulator authority licenses and fEES...........ccvuevireirieiriisieeieeeieeeieesieens | eeerieeieeieesieenins | e | e 1,178,366 | .vovovvveerervieens | v 1,178,366
234 Payroll tAXES........uuvvemrrireeireieeisessssessssessssesssssssessss s sssssessessssssesssenens | ceerenenns 4,525,790 | ..o 8,909,881 | ........ 21,529,244 | ...ovvvennnen. 34,245 | ........ 34,999,160
23.5 Other (excluding federal income and real estate taxes)...........ccocveeveerieeieenes [ eeveveeiieieeicieees e [ e [ e 0
24.  Investment expenses not included EISEWNETE...........cocviririrnirirereeees | e [ e | s [ e | s 0
25.  Aggregate Write-ins fOr EXPENSES........ccovcviiriviieiueircieicisicrsietssess et esenaes | erseisssesssersssesenes [ I (U (U (U 0
26. Total expenses incurred (LINES 110 25)..........ccvuerverrenereenreieneineeieesesssesssssesessenes | vveeens 84,422,655 | ....... 130,050,750 | ....... 476,968,610 | .......... 1,035,120 | (a)...692,477,135
27. Less expenses unpaid December 31, CUITENE YEAI..........ccourvrvrereerrnirieresnerssnssnees | covereseeessssesnsssnenes | seveenns 77,503,817 | ....... 156,219,520 | .oovevveeeririeenns ....233,723,337
28. Add expenses unpaid December 31, Prior YEar..........coveeerneereessnsseesssssssseees | crvevevssesessssssessenes | seveienns 58,886,186 | ....... 150,865,694 | ...covovverereriiinns ....209,751,880
29.  Amounts receivable relating to uninsured plans, prior YEar...........ccooeovevnernennenes | eveeneeneeneeniees | e 49,298,722 | ....... 128,739,278 | ..ooveeiivericine ....178,038,000
30. Amounts receivable relating to uninsured plans, current year............ccocoeoveevevenerenens o | oo, 73,979,100 | ....... 172,617,900 [ ..o ....246,597,000
31._ Total expenses paid (Lines 26 minus 27 plus 28 minus 29 plus 30).........ccuevnirieens | corvenens 84,422,655 |...... 136,113,497 |....... 515,493,406 |.......... 1,035,120 {....... 737,064,678
DETAILS OF WRITE-INS
2501, oot nentae | rennieeni st ensnens | sereneiensiennsensies [ e enesiensens | serseenssensenssennes | e 0
2502, oo nestae | ennienni s | s ennsensses [ e | s ennsennes | e 0
2503, oot nnntne | ennienni s | srsereienssennsensses [ e | senseenssens s | e 0
2598. Summary of remaining write-ins for Line 25 from overflow page..........ccccooevevncvnes | vevirenneenennenns (V1N (01 N (01 N (U1 TN 0
2599. TOTALS (Lines 2501 thru 2503 plus 2598) (Line 25 @DOVE)......couururversreiserescmincriens | corvenssieinsinenssiennns 0 s 0] i (O I 0] i, 0
(@) Includes management fees of $.....5,080,876 to affiliates and $.....129,749,438 to non-affiliates.
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Statement as of December 31, 2007 of the BLUE CROSS BLUE SHIELD OF MICHIGAN
EXHIBIT OF NET INVESTMENT INCOME

1
Collected
During Year

2
Earned
During Year

1o ULS. QOVEIMMENE DONMAS......ovviicieiiiiciciie ettt st sttt ses () IS 42,783,789
1.1 Bonds exempt from U.S. tax (

1.2 Other bonds (unaffiliated)....
1.3 Bonds of affiliates................
2.1 Preferred stocks (unaffiliated)..
2.11 Preferred stocks of affiliates....
2.2 Common SOCKS (UNAFFIIAIEA).........evreveiiiieiiciisie ettt bbbttt bbb s s
2.21 Common stocks of affiliates

3. MOMGAGE 0BNS........oeeieieciiete ettt bbb s bbb s bbbttt
REAI ESIAE. ...ttt
Contract loans
Cash, cash equivalents and ShOr-term INVESIMENLS...........c.cceieiiiieicieee bbb
DEIIVALIVE INSITUMENIS........couveceeireiseetet ettt ettt bbb bbb bbb f bbb bbbt
OFNET INVESTEA @SSELS. ....vucvueeereecteie ittt bbb bbbt
9. Aggregate Write-ins fOr INVESIMENEINCOME.........civiieieiciise ettt bbb s bttt ensens | tessessessssasses st entessebntenas 439,862

© N o oA

................................ 1,204,797

.............................. 40,959,111
...107,952,985

.............................. 12,815,105
................................... 173,159

.............................. 43,517,350

Total GroSS INVESTMENT INCOME. ......vuivi ittt ettt ettt ettt bttt s st es st s st tss s st et st s snbensesebnsessenssssnsansenns | sresssssssossesnsassessnsas 180,353,935

............................ 217,537,218

1.
12.
13.
14.
15.
16.
17.

INVESEMENE BXPENSES. .......cvuiviieciiieiecisetsite ettt s bbb s st s s bt es s b b s s s s s s s s b s s b4t s s b et s s s e 484t b bbb e b s st s bbbt bbbt n et
Investment taxes, licenses and fees, excluding fEAEral INCOME tAXES..........ciuiiveiiiiieie ettt bbbt bbb
INEEIESE BXPENSE. ... veeeuereisieeceetse s ettt ee st s e s b s8££ 8 E £ 8e£ 828R s eS8 E £ E £ 84 E AR £ LR R £ e£E 4R RS RE R R Rkt
Depreciation on real estate and Other INVESIEA @SSELS.........vu ittt s st f b s8££k s bbb
Aggregate write-ins for deductions from INVESIMENT INCOME............c. ittt bbb s st
Total deduCtions (LINES 11 ThTOUGN 15)........ucviiuierieiieieeeiseiseise sttt ss st ss st £ e s 8 eE e E o8£8R 8RR s8R b bbbt
Net investment inCOME (LINE 10 MINUS LINE 16).........covururiueiieieeeireiie ettt ettt ettt et n b en e s en et ensentns

[ 1,035,120

.............................. 13,046,709

............................ 204,490,509

0901.
0902.
0903.
0998.
0999.

SECURITY LENDING INCOME.........ooiiuiiriiieiisiciie st sss s b sttt sttt een
MANAGEMENT FEES.........cooiiiieieiiesiiticsesiss ettt sttt bbbt
HOME OFFICE RENT ......ooiiiiiiieiiieieiiessstei ettt st bbbttt aen
Summary of remaining write-ins for Ling 9 from oVerflow PAGE..........cccvviueieiiicicieee e
Totals (Lines 0901 thru 0903 plus 0998) (LINE 9 @DOVE)..........ccciuiuiiicriiiiiieiiieteteecteise sttt tes e st ses st saebesn s sssassensssnaas

................................ 2,631,419
............................... (2,191,557)

................................ 2,631,419
............................... (2,191,557)
.............................. 43,077,488

1501.
1502.
1503.
1598.
1599.

Includes $.....4,453,984 accrual of discount less $.....2,026,644 amortization of premium and less $.....15,018,359 paid for accrued interest on purchases.
Includes §.......... 0 accrual of discount less §.......... 0 amortization of premium and less §.......... 0 paid for accrued dividends on purchases.

Includes §.......... 0 accrual of discount less §.......... 0 amortization of premium and less §.......... 0 paid for accrued interest on purchases.

Includes $.....43,077,488 for company's occupancy of its own buildings; and excludes §.......... 0 interest on encumbrances.

Includes $.....6,424,390 accrual of discount less §.......... 0 amortization of premium and less $.....195,446 paid for accrued interest on purchases.
Includes §.......... 0 accrual of discount less §.......... 0 amortization of premium.

P,
Tezseaseos

Includes §.......... 0 interest on surplus notes and §.......... 0 interest on capital notes.
Includes $.....12,011,589 depreciation on real estate and §.......... 0 depreciation on other invested assets.

Includes $.....1,035,120 investment expenses and §......... 0 investment taxes, licenses and fees, excluding federal income taxes, attributable to Segregated and Separate Accounts.

EXHIBIT OF CAPITAL GAINS (LOSSES)
1 2 3

Realized
Gain (Loss)
on Sales
or Maturity

4

Other
Realized
Adjustments

Change in
Unrealized

Total Realized
Capital Gain (Loss)
(Columns 1 +2)

Capital Gain (Loss)

5
Change in
Unrealized
Foreign Exchange
Capital Gain (Loss)

.................... 2,203,974

1. U.S. government DONGS.........cccoveevevveereereereerecresseesesnenensnnes | cveveereerereerensni2y 203,974 | ovoieesieeeseeeeieeneens | e 2,203,974
1.1 Bonds exempt from U.S. tax
1.2 Other bonds (unaffiliated)............ccevvrrrveriereerereeeeee e
1.3 Bonds of affiliates......cccverireiiriseseseee s
2.1 Preferred stocks (unaffiliated)

211 Preferred stocks of affiliates.........covrvveeiinieesseeessns
Common stocks (unaffiliated)
Common stocks of affiliates
Mortgage loans
Real estate
Contract loans
Cash, cash equivalents and short-term investments....................
Derivative INSIrUMENES........ccveieierieceeee e
Other invested assets

Aggregate write-ins for capital gains (I0SS€S)........ccouvvverrerireirnens

)
cooo\noum:h_wi\)!\’
N

.................. 39,354,000
................ 117,483,253

-
o

Total capital gains (I0SSES).......vuirrrererirrisreersersreesessseessersessens

0903, oo
0998. Summary of remaining write-ins for Line 9 from overflow page....
0999. Totals (Lines 0901 thru 0903 plus 0998) (Line 9 above)...............
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Statement as of December 31, 2007 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

EXHIBIT OF NONADMITTED ASSETS
1

Current Year PriorzYear Change3in Total
Total Total Nonadmitted Assets
Nonadmitted Assets Nonadmitted Assets (Col. 2-Coal. 1)
1. BONAS (SChEAUIE D).....coceeiiiiie et bsssensssennees | ctrtseistsesnts e nes e ssesesneses | sbesebssiets e bss ettt bennes | ebetiet ettt en 0
2. Stocks (Schedule D):
2.0 PrEfErred SIOCKS. ...ttt i | e nee ettt | e | et 0
2.2 COMMON SEOCKS. ....vuvreerircieissieessiess st estnes | ebsesseesenssensessenens 313,348,105 [ cooovvcveciene 157,340,448 | ..oooovvrers (156,007,657)
3. Mortgage loans on real estate (Schedule B):
BT FIrSEIENS ..o
3.2 Other than first liens
4. Real estate (Schedule A):
4.1 Properties occupied by the COMPEANY........c.ceuriiuriieiriririeirieiieisieisesseessesseines [ rereensireeinesisseise et esssetesss | neresseeessesesnetessesessesesetesetesesenss | crebessessssessssessssessssesessesassesnsaas 0
4.2  Properties held for the production 0f INCOME...........ceuiieiniinireceerceeeiees [ e [ e | crebeesebses et et ses et sss et essebensebnaas 0
4.3 Properties NEIA fOr SAIE.........couiuiiuririieieiieirieieiie ettt ettt sniees [ neteesstessetssnses bbb s bt sebenas | nebebsetebiete b et bbbttt b et st s | Srebenset et et ettt ns ettt enaas 0
5. Cash (Schedule E-Part 1), cash equivalents (Schedule E-Part 2)
and short-term investments (SChEdUIE DA)..........c.ceiiuiiiiiicrcscseresessessesssens [ e snns [ cererieses ettt sse s sesenes | sesessesessessssesess et es e sssesesseseneas 0
8. CONMTACE I0BNS.......oorerierircririreririeiee ittt nsenins | estnessesine st entne st enteniens | sesiestne ettt | ereesi et 0
7. Other invested assets (SChedulg BA)...........c..coviieuiiciniceicisecseeseessssssvsssesssssssees | evveesisesissessessenas 7,309,570 | oo 6,873,175 | oo, (436,395)
8. ReCeivables fOr SECUMHIES..........vvrriiririreiire s nssniens [ et enieniens | sesesinss s sssenes | etisesines st 0
9. Aggregate write-ins for iNVESLEA @SSELS............cceviueiiieiiieicei e | et 0 ] e [0 TP 0
10. Subtotals, cash and invested assets (LiNES 110 9)........cccvevevvireiicriceiiciceceeeeeenees | e 320,657,675 | oo 164,213,623 | oocvviveieira (156,444,052)
11, Title plants (for Title INSUMETS ONIY)........cvrvrirrirririeieireireeseessesseseessessssssessessssssssessessessessees | reessenssnssnssnssassassessessesnsesssnsens | sesesesesessssssssssssssssssssessssssssses | senssessessessessessessessessessessesesnees 0
12.  Investment iNCOME dUE @Nd @CCIUBT............cverirrceerreieicieeeeeeee s | rersernessse s | ersesesene s | coreessesssensess e senenees 0
13.  Premiums and considerations:
13.1 Uncollected premiums and agents' balances in the course of collection...........c.ocee. | v 424,556 | oo 2118971 | oo 1,694,415
13.2 Deferred premiums, agents' balances and installments booked but
deferred and NOt YBE AUE.........vvieriiee e sessssssssssssenes | oeeeesssssssssssssssssssssssessessessessesses | sesessessessesesesesessssssssssssssssssnns | tosssssessessessessessessessessessnsnsnens 0
13.3 Accrued retroSpective PremMilUmS...........cceuvieeeireeiieinieieeiseseeeese e | ceeesseiseeenseisseesseees 167,046 | oo, 8,805,263 | ...ovvevrieiiiiieeins 8,638,217
14. Reinsurance:
14.1 Amounts recoverable fTOm FEINSUTETS..........c..cucueerereiciciiiireississessissiesienesenes | e ssesssesesenens | cnsinsessseseseses e esesessees | sebnsssssssssssessessessessensessesesenns 0
14.2 Funds held by or deposited with reinSUred COMPANIES...........cvviuriiiriiieiiieinieiies | coririeirieireeineeineeseiseeessenees | reeerneseeeies s benssens | seesesssisssbess et be s sseeeas 0
14.3 Other amounts receivable under reinSUraNCe COMTACES............ouevuernerreenieniinierenes | e | s esees | sebnsessesss e essessese e 0
15. Amounts receivable relating to UNINSUIEd PIANS...........coiueiiiriiiriirrceiceeseeieiei | et seeees | rebebssses sttt ssebsbens | sessbessssessbess et st es s besaneeeas 0
16.1 Current federal and foreign income tax recoverable and interest thereon.............ccoeecveee [ oo [ e | e 0
16.2 Net deferred taX @SSEL. ...t ssisenes | rersseiesiessens e 85,735,541 | ..o 68,394,892 | ..o (17,340,649)
17.  Guaranty funds receivable OF ON AEPOSIL............ccriiiriiiriiriirieirieireiressisiessseisees | ettt seeees | rebebsssesnsseb bbbt sssebsbens | sesebessstesssbesss bttt beas 0
18. Electronic data processing equipment and SOtWArE............ccceuriririeinieinieinierienienes | e 142,476,073 | oo 81,416,959 | ..o, (61,059,114)
19.  Furniture and equipment, including health care delivery assets...........ccccoernivnrerninnees | cevevnenninienes 17,829,388 | ..ococvveviiici 13,934,235 [ oo (3,895,153)
20. Net adjustment in assets and liabilities due to foreign eXChange FAtES..........cccocrirrerni | crtirinireee e | et nnes | ettt neen 0
21. Receivable from parent, subsidiaries and affiliates..............ccoreririririririiriies | et | ettt nies | ettt neen 0
22. Health care and other amounts reCeiVabIE.............cccueveiiicueieieiciceee e | e 3,617,412 | oo 2,540,486 | ..coooveiirereriiee (1,076,926)
23.  Aggregate write-ins for other than invested aSSets...........ccooiririrnirnincrreriies | e 156,825,571 | oo 127,732,447 | .. (29,093,124)
24. Total assets excluding Separate Accounts, Segregated Accounts and Protected
Cell Accounts (LInes 10 throuGh 23)........c..cuueeriuriiiniiiniineieceneiessnesessnssesssesssssssenes | oevsneeessnseesneeens 727,733,262 [ oo 469,156,876 | ....ovvvvrrercrrrins (258,576,386)
25. From Separate Accounts, Segregated Accounts and Protected Cell ACCOUNES..........ccccce. | coveveirereiieieieeieieieieeieieieiieies | crseisiesee e senaes | evessesssse e senans 0
26. TOTALS (LINES 24 @NG 25)........ccoevueeririieirisiierssineissisesssissssssisssssesssssisessssnsssssnesssins | oevssesssinssssnsenens 727,733,262 | oo, 469,156,876 | ....ooovvvrevrirrrins (258,576,386)
DETAILS OF WRITE-INS
0907, ettt | etbnen bbbt | chienbe e | eebes e 0
0902, ..ottt | kbbbt sttt nns | chietbe b | eeberi e 0
0903, .ottt Rt | etbnen bbbt nes | chieebe b | eebeet s 0
0998. Summary of remaining write-ins for Line 9 from overflow Page............ccvererienieniies | o 0 | e 0 | e 0
0999. Totals (Lines 0901 thru 0903 plus 0998) (LINE 9 @DOVE).......c.viveevivereriiiiiereresiiceeeieiines | eereieieieiisiseeseressssesesenenenenes 0 | oo 0 | o 0
2301. Miscellaneous Accounts RECEIVADIE. ..o | e eesnaes 5,463,501 | oo 2,535,548 | ...coovviii (2,927,953)
2302. Prepaid and Other ASSELS.........c.ceriiiererieiereieseeesissse s sssssesssssenss | sosessessssssesssessesssenns 4,651,742 | oo 531,501 [ oo 479,759
2303. Company Owned AULOMODIIE..........c..cuuiiriiiciirieieieene e | ereneresene e 484,397 | o 634,318 | e 149,921
2398. Summary of remaining write-ins for Line 23 from overflow page..........cccocoeveeninninniines | evveiviceienicnenee 146,225,931 | .o 119,431,080 | .coovocvviciiiine, (26,794,851)
2399. Totals (Lines 2301 thru 2303 plus 2398) (Line 23 @DOVE)........ccrueiienieiersninrersasiserssnsssienis | ceersseessnsssssssssenens 156,825,571 | ..o 127,732,447 | oo, (29,093,124)
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Statement as of December 31, 2007 of the BLUE CROSS BLUE SHIELD OF MICH'GAN
EXHIBIT 1 - ENROLLMENT BY PRODUCT TYPE FOR HEALTH BUSINESS ONLY

Total Members at End of 6
1 2 3 4 5 Current Year

Prior First Second Third Current Member

Source of Enroliment Year Quarter Quarter Quarter Year Months
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B, POINE O SEIVICE. ... vvuevereeeraeeseeeeseeesseeeseess e eesseess s eet s8££ R85 888888t | sressess s st 56,805 |..reeoeeerreirreeereeineeeeeees 52,147 | oo 50,249 | oo I (VO 47,354 | oo 603,522
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NOTES TO STATUTORY BASIS FINANCIAL STATEMENTS
FOR PERIOD ENDED DECEMBER 31, 2007

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. Accounting Practices

Blue Cross Blue Shield of Michigan (the “Company”) is incorporated as a
nonprofit corporation under the provisions of Public Act 350 (“P.A. 350”) of the
State of Michigan. Hospital, medical, and other health benefits are provided
under contracts with subscribers. The Company also operates health
maintenance organization (“HMQ”) subsidiaries that provide health care services
to subscribers and contracts with various physician groups, hospitals, and other
health care providers to provide such services. In addition, the Company
provides workers’ compensation insurance, dental and provider network
services, and long-term care insurance.

OFIS recognizes only statutory basis accounting practices prescribed or
permitted by the State of Michigan for determining and reporting the financial
condition and results of operations of an insurance company. OFIS adopted the
National Association of Insurance Commissioners’ Accounting Practices and
Procedures Manual (“NAIC SAP”) as the basis for its statutory basis accounting
practices without exception. The Commissioner of OFIS has the right to permit
other specific practices that may deviate from prescribed practices. Except as
noted under “Statutory Transition Plan” below, the accompanying statutory basis
financial statements have been prepared, except as to form, in conformity with
accounting practices prescribed or permitted by OFIS.

Statutory Transition Plan — Prior to the amendment of P.A. 350 in 2003 by Act
59 (*Act 597), the Company was required to prepare its Annual Statement in
accordance with accounting principles generally accepted in the United States of
America (“GAAP”). The final year of reporting statutory basis financial statements
in accordance with GAAP was 2003. In accordance with Act 59, the Company,
in agreement with OFIS, adopted a three-year plan allowing transition of its
reporting from GAAP to NAIC SAP. The final year of the transition plan was
2006. The 2007 financial statements are prepared in conformity with NAIC-SAP
as set forth in the National Association of Insurance Commissioners’ Accounting
Practices and Procedures Manual.

The essential elements of the transition plan, as set forth in State Order
No. 06-054-M were as follows:

1. Bonds — The Company will report any security purchased on or before
December 31, 2003, on a GAAP basis and any new security purchased after
December 31, 2003, will be reported in accordance with SAP. Approximately
33% of the Company'’s portfolio will be valued on a SAP basis after year 1,
66% after year two and the entire balance after year three.

2. Investment in Subsidiaries — The Company will use the current equity method
and follow SAP in valuing the subsidiaries. The Company will have three years
to record the statutory impact to surplus for investment in subsidiaries based
on the following percentages: first year 25%, second year 50%, and third year
75%.

3. Goodwill — The Company will apply SAP guidelines; however the percentage
of surplus limitation will be as follows: first year 16%, second year 14%, and
third year 12%.

4. Regulatory Asset — The Company will non-admit the balance based on the
following percentages: first year 25%, second year 50%, and third year 75%.

5. Furniture, Equipment, and Automobiles — The Company will nonadmit
balances in accordance with SSAP No. 19, Furniture and Equipment;
Leasehold Improvements Paid by the Reporting Entity as Lessee;
Depreciation of Property and Amortization of Leasehold Improvements and
SSAP No. 20, Nonadmitted Assets.
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B.

6. Retiree Health Obligation — The Company will discontinue reporting an
obligation for nonvested employees. The statutory impact will be reported in
the first year.

7. Retiree Pension Asset — The Company will nonadmit the balance based on
the following minimum percentages: first year 25%, second year 50%, and
third year 75%.

8. Prepaid Expenses and Other Assets — The Company will nonadmit balances
in accordance with SAP.

All other items not specifically addressed in the transition plan follow the
accounting practices and procedures as promulgated by the NAIC.

A reconciliation of the Company’s net income and surplus between GAAP,
NAIC-SAP and practices prescribed and permitted by the OFIS is shown
below for December 31, 2006:

2006 2006
Michigan OFIS NAIC
Transition SAP Full SAP
GAAP net income — December 31, 2006 $ 210,191 $ 210,191
Add (deduct) GAAP to NAIC SAP differences:
Sale-leaseback adjustments 10,999 10,999
Reduction of nonvested pension expense 2,909 2,909
Deferred implementation premiums expensed (3,165) (3,165)
Affiliates’ earnings reclassed to change in unrealized
capital gain (56,332) (56,332)
Deferred tax expense reclassed to equity section (5,676) (5,676)
Statutory net income — December 31, 2006 $ 158926 $ 158,926
GAAP surplus — December 31, 2006 $ 2,840,230 $ 2,840,230
Sale-leaseback adjustments — net of tax 53,401 53,401
Goodwill amortization (20,406) (20,406)
Preferred stock and bonds market value adjustment (1,902) (1,902)
Bond adjustment — net of tax (7,370) (7,697)
Accrued retrospective premiums (10,925) (10,925)
Investment in subsidiaries (157,341) (204,971)
Other invested assets (6,873) (6,873)
Furniture, fixtures, and automobiles (14,569) (14,569)
Retiree health obligation 139,275 139,275
Retiree pension asset (78,547) (104,729)
Implementation premium (32,622) (32,622)
Nonadmitted portion of advances to providers (40,885) (40,885)
Nonadmitted deferred tax asset (68,395) (68,395)
Electronic data processing equipment and software (81,417) (81,417)
Health care receivables (2,541) (2,541)
Prepaid and other assets (5,132) (5,132)
Miscellaneous receivables (2,537) (2,537)
Total adjustments (338,786) (412,925)
Statutory surplus — December 31, 2006 $2501,444  $ 2,427,305

Use of Estimates in the Preparation of the Financial Statements

The preparation of statutory-basis financial statements requires management to
make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosures of contingent assets and liabilities at the date of the
statutory-basis financial statements and the reported amounts of revenue and
expenses during the reporting period. Actual results could differ from those
estimates.
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C. Accounting Policy

1.

Short-Term Investments - Short-term investments and cash equivalents are
recorded at amortized cost, which approximates market value, and include
commercial paper, certificates of deposits, and other readily marketable
investments with initial maturities less than one year for short-term
investments and three months or less for cash equivalents.

Bonds - Bonds not backed by other loans that have an NAIC designation of
one or two are stated at amortized cost using the interest method. Bonds with
an NAIC designation of three or higher are carried at the lower of amortized
cost or fair market value.

Common Stocks - Common stocks are valued as prescribed by the Securities
Valuation Office (“SVO”) of the NAIC. Changes in unrealized appreciation and
depreciation in the value of common stocks are reflected as direct increases
or decreases in surplus.

Preferred Stocks - Preferred stocks are stated at book value for NAIC classes
one and two and lower of book value or market for NAIC classes three through
SiX.

Mortgage loans on real estate — The Corporation does not engage in sub-
prime residential mortgage lending. In addition, the company does not own
any securities within the investment portfolio with sub-prime exposure. The
Corporation does not have any underwriting risk on policies issued for
Mortgage Guaranty or Financial Guarantee insurance coverage.

Loan-backed securities are stated at either amortized cost or the lower of
amortized cost or fair value. Premiums and discounts on loan-backed bonds
and structured securities are amortized using the retrospective method based
on anticipated prepayments at the date of purchase. Prepayment assumptions
are obtained from broker dealer survey values or internal estimates. Changes
in estimated cash flows from the original purchases assumptions are
accounted for using the retrospective method.

Investment in Subsidiaries and Goodwill - The Company uses the equity
method and follows NAIC SAP in valuing its subsidiaries. In accordance with
SSAP No. 68, Business Combinations and Goodwill, the Company reports its
investments in subsidiaries inclusive of related goodwill balances. Included in
the Company’s common stock balance are the investments in Blue Care
Network of Michigan (BCNM), Accident Fund Insurance Company of America
(AFICA), DenteMax, and Michigan Health Insurance Company (“MHIC").
Goodwill is amortized over ten years. Goodwill amortization recognized for the
years ended December 31, 2007 and 2006, totaled $9,128 and $6,802,
respectively. The carrying value of these assets is reviewed for impairment at
least annually or more frequently should circumstances indicate. The
Company completed its annual impairment tests as of December 31, 2007
and 2006, and no impairment was indicated.

As of December 31, 2007 and 2006 the Company’s goodwill balances were
fully admissible. The goodwill limitation calculated based on SSAP 68 was
$249,271 and the Company’s actual goodwill balance was $61,745. As of
December 31, 2007 and 2006, the breakdown between goodwill and
investments in subsidiaries is shown below.
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10.

11.

12.

13.

December 31, 2007

Statement Value
Common Stock Investments in Subsidiaries:
Investment in BCNM* $ 244,115,417
Investment in AFICA 638,345,201
AFICA goodwill 39,983,400
Investment in DenteMax -
DenteMax goodwill 827,400
Investment in Lifesecure 19,077,915
Investment in MHIC 5,608,199
MHIC goodwill 20,933,526
Amount included in common stock $ 968,891,058
Summary:
Investment in Subsidiaries $ 907,146,732
Goodwill 61,744,326
Total $ 968,891,058

* Includes investments in BCNM, Blue Care of Michigan, Blue Care Network Medical
Malpractice Self-Insurance Trust, Blue Care Network Stop-Loss, and Casualty Self-
Insurance Trust.

As of December 31, 2007 the Company’s goodwill balances were fully
admissible. The goodwill limitation calculated based on the SSAP 68 was
$249.3 million and the Company’s actual goodwill balance was $61.7 million,
resulting in a fully admitted asset.

Investments in Joint Ventures, Partnerships and Limited Liability Companies -
The Company has minor ownership interests in partnerships or limited liability
companies. The company carries the investment in partnership based on the
underlying audited GAAP equity of the partnership.

Derivatives — NOT APPLICABLE

Premium Deficiency Reserve - A liability for premium deficiency losses is
recognized when it is probable that expected claim losses and allocable
administrative expenses will exceed future premiums on existing health and
other contracts without consideration of investment income. For purposes of
premium deficiency losses, contracts are grouped in a manner consistent with
the Company’s method of acquiring, servicing and measuring the profitability
of such contracts. Premium deficiency losses are generally released over the
period that the contract is in a loss position.

Liabilities for Unpaid Claim, Claim Adjustment Expenses, and Advances to
Providers - Liabilities for unpaid claims and claim adjustment expenses are
actuarial estimates of outstanding claims, including claims incurred but not
reported (“IBNR”). These estimates are based upon historical claims
experience modified for current trends and changes in benefit coverage, which
could vary as the claims are ultimately settled. Interim hospital advances are
reported as advances to providers. Processing expense related to claims is
accrued based on an estimate of expenses to process such claims. Revisions
in actuarial estimates are reported in the period in which they arise.

Real Estate — Real property occupied by the Company is stated at cost and is
depreciated using the straight-line method over estimated useful lives ranging
from 30 to 40 years for buildings.

Long-Lived Assets - Long-lived assets held and used by the Company are
reviewed for impairment based on market factors and operational

considerations whenever events or changes in circumstances indicate that the
carrying amount of an asset may not be recoverable.
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14. Premiums and Fee Revenues - Premiums, which generally are billed in
advance, are recognized as revenue during the respective periods of
coverage. Premiums applicable to the unexpired portion of coverage are
reflected in the accompanying statements of admitted assets, liabilities and
surplus—statutory basis as aggregate health policy reserves.

Fee revenue primarily consists of administrative fees for services provided
under administrative service contracts (“ASC”), including management of
medical services, claims processing, and access to provider networks. Under
ASC arrangements, self-funded groups retain the full risk of paying claims
therefore, claims paid by the Company and the corresponding reimbursement
of claims plus administrative fees are netted. Amounts due from ASC groups
are equal to the amounts required to pay claims and administrative fees.
Administrative fees are earned as services are performed and are calculated
based on the number of members in a group or the group’s claim experience.
Since benefit expenses for ASC arrangements are not the responsibility of the
Company, claims paid by the Company and the corresponding reimbursement
of claims are not reported in the accompanying statutory basis financial
statements. Administrative fee revenues related to ASC arrangements are
included as a reduction in operating expenses, cost containment expenses,
and other claim adjustment expenses.

ACCOUNTING CHANGES AND CORRECTIONS OF ERRORS — NOT
APPLICABLE

BUSINESS COMBINATIONS — NOT APPLICABLE

DISCONTINUED OPERATIONS — NOT APPLICABLE

INVESTMENTS
Mortgage Loans — NOT APPLICABLE
Debt Restructuring — NOT APPLICABLE
Reverse Mortgages — NOT APPLICABLE
Loan-Backed Securities - Loan-backed securities are stated at either amortized
cost or the lower of amortized cost or fair value. Premiums and discounts on
loan-backed bonds and structured securities are amortized using the
retrospective method based on anticipated prepayments at the date of purchase.
Prepayment assumptions are obtained from broker dealer survey values or

internal estimates. Changes in estimated cash flows from the original purchases
assumptions are accounted for using the retrospective method.

E. Repurchase Agreements — NOT APPLICABLE

F. Real Estate — NOT APPLICABLE

2.
3.
4.
5.
A.
B.
C.
D.
6.
A.
B.
7.
A.
B.
8.

JOINT VENTURES, PARTNERSHIPS, AND LIMITED LIABILITY COMPANIES

The Company has no investments in partnerships or limited liability companies
that exceed 10 percent of its admitted assets.

The Company did not recognize any impairment for its investments in
partnerships or limited liability companies during the statement period.

INVESTMENT INCOME

Investment income due and accrued with amounts that are over 90 days past
due will be nonadmitted.

No investment income due and accrued was nonadmitted at December 31,
2007.

DERIVATIVE INSTRUMENTS — NOT APPLICABLE
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9.

A.

INCOME TAXES

The components of the net deferred tax assets at December 31 are as follows:

2007 2006
Total of all gross deferred tax assets (admitted and nonadmitted) $ 206,131 $ 172,383
Total of all gross deferred liabilities (57,345) (61,354)
Net deferred tax asset 148,786 111,029
Deferred tax asset nonadmitted in accordance with SSAP No. 10 (85,735) (68,395)
Net admitted deferred tax asset $ 63,051 $ 42,634
(Increase) in nonadmitted asset $ (17,340) $ (10,971)

. Unrecognized Deferred Tax Liabilities — Not Applicable
. Current income taxes incurred at December 31 consist of the following:
2007 2006
Federal income tax on earnings other than net capital gains $ 12,804 $ 47,406
Amounts incurred relating to prior years (53,660) (11,762)
Total federal income taxes incurred $ (40,856) $ 35,644

The main components of the deferred tax amounts at December 31 are as
follows:

2007 2006
Deferred tax assets:
Amounts accrued for postretirement benefits $ 93,762 $ 88,434
Amounts accrued for premium deficiency 71,340 49,085
Discount of claim reserves 13,482 7,035
Amounts accrued to groups 400 400
Accrued expenses and bad debts 27,147 27,429
Total deferred tax assets 206,131 172,383
Nonadmitted deferred tax assets (85,735) (68,395)
Admitted deferred tax assets 120,396 103,988
Deferred tax liabilities:
Unrealized capital gains on investments 12,832 11,441
Rate recovery from area rated groups 150 1,630
Amounts prepaid for pension benefits 9,845 15,105
Depreciation, amortization and other 34,518 33,178
Total deferred tax liabilities 57,345 61,354
Net admitted deferred tax assets $ 63,051 $ 42,634

The actual effective tax rate differs from the expected AMT rate of 20 percent
primarily due to the tax impact recognized on the tax adjustments attributable to
prior years.

At December 31, 2007, the Company does not have any unused operating loss
carryforwards available to offset against future taxable income.

The Company and three of its taxable subsidiaries, Accident Fund, DenteMax
and Michigan Health Insurance Corporation, file a consolidated federal income
tax return. Further, the Company has tax sharing agreements with these taxable
subsidiaries to provide that each taxable subsidiary is responsible for its own
federal tax liability. A fourth subsidiary, LifeSecure, is also taxable, but existing
tax legislation does not permit consolidation with non-life entities for the first five
years of existence.

During 2007 the Company closed out several open tax years that were under
various stages of the examination process with the IRS. The field examination for
the tax years 2004 and 2005 was completed and closed in 2007 with no material
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tax adjustments required. The 1996 through 1999 audit, which was favorably
resolved by the IRS Appeals Division in 2005, but held open for administrative
matters, was also closed in 2007. The 2000 through 2003 audit cycle was
favorably settled in 2007 by the IRS Appeals Division but remains open due to
administrative matters and is expected to close in 2008.

In 2007 the company received tax refunds amounting to $35.1 million,
attributable to tax years 1989 through 1999, for intangible asset deductions that
were in existence when the Company first became taxable in 1987.

10. INFORMATION CONCERNING PARENT, SUBSIDIARIES AND AFFILIATES

The Company is incorporated as a nonprofit corporation under the provisions of
Public Act 350 (“P.A. 350") of the State of Michigan. Hospital, medical and other
health benefits are provided under contracts with subscribers. The Company
owns 100% of Blue Care Network of Michigan (“BCNM”) and 100% of Michigan
Health Insurance Corporation (“MHIC"), two health maintenance organization
(“"HMOQO”) subsidiaries that provides health care services to subscribers and
contracts with various physician groups, hospitals and other health care
providers to provide such services. The Company also owns 100% of Accident
Fund Insurance Company of America (“AFICA”), a provider of workers’
compensation insurance, and DenteMax, providers of network services. The
Company also owns 100% of LifeSecure Insurance Company, a long-term care
insurance subsidiary.

The Company has agreements with each of its wholly owned subsidiaries under
which both or either parties may provide services to each other. The agreements
provide for monthly payments and a year-end settlement based on actual cost of
services performed. All related-party receivable and payable balances are
recorded as either amounts due to or from subsidiaries and affiliates.

At December 31, 2007 and 2006, BCBSM had receivables from subsidiaries
amounting to $23,192,305 and $33,218,524, respectively, and payable to
subsidiaries of $7,975,085 and $14,921,497, respectively. BCNM participates in
the BCBSM hospital settlement process. As related to that process, BCNM'’s
portion of underpayments due to hospitals or overpayment recoveries from
hospitals will be accrued to or paid by the Company as applicable. As of
December 31, 2007, settlements due to the Company from BCNM of $2,855,142
are included in the Company’s inter-company receivable. As of December 31,
2006, settlements owed to BCNM of $5,409,452 are included in the Company’s
inter-company payable.

Dividends from subsidiaries were $2,400,000 and $14,300,000 in 2007 and
2006, respectively. The Company also performs various claims processing and
management services. As of December 31, 2007 and 2006, these services
totaled $629,231,613 and $561,178,911 respectively.

11. DEBT

The company, as a member of the Federal Home Loan Bank of Indianapolis
(FHLBI) has borrowings outstanding in the amount of $196.4 million as of
December 31, 2007. Loans outstanding were $196 million and accrued interest
due $.4 million. There was $46 million in outstanding loans plus $.1 million in
accrued interest at December 31, 2007 borrowed under the Community
Investment Program used to finance the Company’s Detroit Campus
Improvement Project. These loans were acquired in 2006. The terms were for ten
years and float quarterly off of three month LIBOR. Interest is paid monthly on
the balance outstanding. In 2007, an additional $150 million was borrowed plus
accrued interest of $.3 million was due on December 31, 2007. The $150 million
in loans were acquired to fund operational liquidity needs and to take advantage
of favorable borrowing terms. The terms of the loans were for five years and are
putable each quarter back to the FHLBI. Interest is payable monthly on these
loans. All loans are collateralized by government securities at 105% of the
outstanding loan balance. The weighted average borrowing rate at December 31,
2007 on all 196 million in loans outstanding is 4.26%. Total interest paid and
accrued as of December 31, 2007 was $7.5 million.
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12. RETIREMENT PLANS, DEFERRED COMPENSATION, POST EMPLOYMENT
BENEFITS AND COMPENSATED ABSCENCES AND OTHER
POSTRETIREMENT BENEFIT PLANS

A. Defined Benefit Plan

Substantially all employees who meet certain requirements of age and length of
service are covered by the Company’s defined benefit retirement income plans.
Benefits paid to retirees are based on age at retirement, years of credited
service and highest monthly average earnings over 60 consecutive months.

The Company’s retirement income plan weighted-average target asset allocation
and actual asset allocation at December 31, 2007 and 2006, by asset category
are as follows:

Asset Category Target 2007 2006
Equity securities 70.0 % 72.0 % 73.0 %
Debt securities 25.0 26.0 25.0
Other 5.0 2.0 2.0

The Company has developed an asset allocation policy based on its objectives,
characteristics of pension liabilities, capital market expectations, and asset-
liability projections. This policy is long-term oriented and consistent with the
Company’s risk posture. The Company uses a mix of core and satellite
managers to implement its asset allocation policy. The Company reviews on a
periodic basis its asset mix and reallocates its portfolio at any time there is a
material deviation in the asset class as described in the allocation policy. The
policy includes a target allocation as included in the table above and a range of
plus or minus 3% of the target established.

Under the Company’s amended retirement account plan for non-represented
employees, each participant has an account balance to which interest and
earnings credits are added. Interest is credited quarterly based on the prior
August one-year Treasury bill rate. For employees hired prior to January 1,
2007, annual earnings credits of 6% to 10% are credited to participants’ account
balances on a monthly basis and monthly 2% annual transition credits are made
through 2008. For employees hired on or after January 1, 2007, annual earnings
credits of 3% to 5% are credited to participants’ account balances on a monthly
basis. Employees can elect to receive the lump-sum value of their vested
account balance or monthly payments at retirement or termination.

The Company provides certain health care and selected other benefits to all
employees and their dependents. Represented and non-represented employees
hired before January 1, 2004 who have at least ten years of service after age 45
and retire from active employment or who become disabled and meet certain
benefit and service requirements are eligible. Non-represented employees hired
on or after January 1, 2004 are required to have 15 years of service after age 45
to be eligible for retiree health care benefits and selected other benefits. Non-
represented employees hired on or after January 1, 2007 will be provided access
to retiree health care coverage but will be responsible for 100 percent of the cost
of such benefit. Certain revisions to the represented employees’ postretirement
benefits other than pensions took effect January 1, 2006. Represented
employees eligible to retire after December 31, 2016, are required to have 15
years of service after age 45 to be eligible for retiree health care benefits and
selected other benefits. Effective January 1, 2008, non-represented retirees that
are Medicare eligible will be required to enroll in one of the Corporation’s
Medicare Advantage product offerings in order to receive company provided
healthcare coverage.

This benefit is subject to revision at the discretion of the Board of Directors for
non-represented employees and for represented employees, subject to collective
bargaining agreements. These plans are noncontributory plans.

A summary of assets, obligations and assumptions of the pension and other
postretirement benefit plans at plan measurement dates of September 30, 2006
and 2005, and as recorded at December 31, 2007 and 2006 are as follows
(dollars in thousands):
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1) Change in benefit obligation

Pension Benefits Postretirement Benefits
2007 2006 2007 2006
Benefits obligation—beginning of year $ 865,497 $ 837,105 $ 384,592 $ 385,634
Service cost 35,053 36,638 29,866 26,297
Interest cost 50,916 47,306 20,278 20,644
Actuarial loss (gain) (24,344) (11,593) (44,554) (28,867)
Benefits and administrative expenses paid (56,118) (51,077) (18,825) (16,003)
Amendments - 7,118 (19,186) (3,113)
Benefits obligation—end of year $ 871,004 $ 865497 $ 352,171 $ 384,592
2) Change in plan assets
Pension Benefits Postretirement Benefits
2007 2006 2007 2006
Fair value of plan assets—beginning
of year $ 833,408 $ 795,367 $ - $ -
Actual return on plan assets 122,977 82,636 - -
Contributions received - 781 - -
Inter-plan transfer (640) (900)
Benefits and administrative expenses paid (54,296) (44,476) - -
Fair value of plan assets—end of year $ 901,449 ¢ 833408 $ - $ -
3) Funded Status
Pension Benefits Postretirement Benefits
2007 2006 2007 2006
Projected benefit obligation $ 871,004 $ 865,497 $ 352,171 $ 384,592
Fair value of plan assets $ 901,449 $ 833,408 $ $
Unfunded (funded) status $ (30,445) $ 32,089 $ 352,171 $ 384,592
Unamortized prior service cost $ (7588 $ (8,766) $ 25,504 $ 9,209
Unrecognized net (loss) gain $ (16,865) $ (101,738) $ (50,994) $ (98,253)
Remaining net obligation or (net
asset) at initial date of application $ (91,359) $ (104,729) $ 326,680 $ 295,548
(Prepaid non-admitted assets) $ (91,359) $ (78,547) $ $
Accrued pension expense included
in other liabilities $ 38,503 $ 26,079 $ $
Information for pension plans with a
projected benefit obligation in excess
of plan assets:
Projected benefit obligation $ 25,233 $ 23,214 $ $
Accumulated Benefit Obligation $ 23,419 $ 21,449
Fair value of plan assets $ $ $ $

4) Projected benefit obligation at December 31, 2007 and 2006, for non-vested
employees

Pension Benefits Postretirement Benefits
2007 2006 2007 2006

Projected benefit obligation for non-vested

employees $ 11,182 $ 11,342 $ 134879 $ 172,495

5) Components of net periodic benefit cost at December 31, 2007 and 2006:
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Pension Benefits Postretirement Benefits

2007 2006 2007 2006
Service cost $ 35,053 $ 36,638 $ 290866 $ 26,297
Interest cost 50,916 47,306 20,278 20,644
Expected return on plan assets (68,732) (66,957) - -
Amortization 7,831 10,120 (187) 2,612
Total net periodic benefit cost $ 25,068 $ 27,107 $ 49,957 $ 49,553

6) Minimum pension liability adjustment — Not Applicable

7) The assumptions used in determining the actuarial present value of the
projected benefit obligation at Decemebr 31, 2007 and 2006, as listed above are

as follows:
Pension Benefits Postretirement Benefits
2007 2006 2007 2006
Discount rate 6.30% 5.90% 6.40% 6.00%
Rate of compensation increase 4.75% 4.75%
Expected long-term rate of return on
plan assets 9.00% 9.00%

For 2008, the expected long-term rate of return on assets will be 9.00%.

For 2007 measurement purposes, the health care trend rate on covered
postretirement benefits is assumed to be 7.75% for 2008, ratably downgrading
to 5.00% by 2015 and all years thereafter.

8) Assumed health care cost trend rates have a significant effect on the amounts
reported for the health care plans. A one-percentage-point change in
assumed health care cost trend rates would have the following effects (in

thousands):
One Percentage One Percentage
Point Point
Increase Decrease
Effect on total of service and interest cost
components $ 7,567 $ 6,213
Effect on postretirement benefit obligation $ 45,289 $ 37,964

9) At December 31, 2007, the gross benefit payments expected to be paid and
Medicare Part D subsidies anticipated to be received by the Company are as

follows:
Pension Benefits Postretirement Benefits
Future Benefit Future Benefit Anticipated
Payments Payments Future Subsidies
2008 $ 48,690 $ 20,820 $ 1,240
2009 52,770 23,270 1,420
2010 55,790 26,100 1,630
2011 60,330 29,190 1,840
2012 64,680 32,350 2,140
2013 through 2017 377,280 211,280 16,250
Total $659,540 $343,010 $24,520

10) During 2007, the Company made no contributions to the defined benefit
pension plan. As of December 31, 2007, the Company expects to contribute
an additional $20,000 to its defined benefit pension plans in 2008.
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D.

E.

F.

Defined Contribution Plan

Substantially all employees of the Company who have attained the age of 21
years and have completed three months of continuous service may elect to
participate in one of two employee savings plans, which are qualified under
Section 401(k) of the Internal Revenue Code. For both non-represented and
represented employees, the Company matches 50% of employee contributions
up to 10% of bi-weekly adjusted W-2 wages for employees with one year of
continuous service. The Company’s contribution was $16.8 million and $15.8
million for 2007 and 2006, respectively.

Nongqualified Plans

Retirement benefits are provided for a group of key employees under
nonqualified defined benefit pension plans. The general purpose of the plans is
to provide additional retirement benefits to participants who are subject to the
contribution and benefit limitation contained in the Internal Revenue Code.
Benefits under the plans are unfunded and paid out of the general assets of the
company. The accumulated benefit obligation for these plans was $23.4 million
and $21.4 million at December 31, 2007 and 2006, respectively.

Multi-employer Plans — NOT APPLICABLE
Consolidated/Holding Company Plans — NOT APPLICABLE

Post employment Benefits and Compensated Absences — NOT APPLICABLE

13. CAPITAL AND SURPLUS, SHAREHOLDERS’ DIVIDEND RESTRICTIONS AND
QUASI-REORGANIZATIONS.

A.

Under the provisions of Public Act No. 59 of 2003 (“Act 59”) of the State of
Michigan, the Company must maintain adequate subscriber reserves to comply
with Section 403 of the Michigan Insurance Code, which requires authorized
insurers to be safe, reliable and entitled to public confidence. As a result, the
Company is required to file with OFIS, on an annual basis, its risk-based capital
(“RBC”) calculation based on the National Association of Insurance
Commissioners (“NAIC”) model. Act 59 requires the Company to maintain a RBC
ratio of at least 200% but not to exceed 1,000% of subscriber reserves. At
December 31, 2007 and 2006, the Company was in compliance with the RBC
requirement under both OFIS transition SAP practices as well as the full NAIC
SAP practices.

BCBSM has no preferred stock outstanding.

Under the provisions of The Nonprofit Health Care Corporation Act of 1980, the
Company is deemed a charitable and benevolent institution whose primary
purpose is to promote the distribution of health care services for all residence of

the state of Michigan. As such, the Company has no investors or contributed
capital.

Dividend payment restriction — NOT APPLICABLE

Surplus Restriction — NOT APPLICABLE

The total amount of advances to surplus not repaid — NOT APPLICABLE

The amount of stock held by BCBSM for special purposes — NOT APPLICABLE
Special surplus funds changes — NOT APPLICABLE

The portion of unassigned funds (surplus) represented or reduced by each item
below

a. Unrealized gains and losses $ 118,294
b. Nonadmitted asset values $ (258,576)
c. Provision for reinsurance $ -
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J. Surplus debentures of similar obligations — NOT APPLICABLE
K. Impact of any restatement due to quasi-reorganization — NOT APPLICABLE

L. Effective dates of all quasi-reorganizations in the prior 10 years — NOT
APPLICABLE

14. CONTINGENCIES
A. Contingent Commitments — NOT APPLICABLE
B. Assessments — NOT APPLICABLE
C. Gain Contingencies — NOT APPLICABLE
D. All Other Contingencies

During 2007, the Company along with BCBSA and several Blue Cross Blue Shield
Plans (the “Plans”), reached an agreement with a nationwide class of physicians
resolving a class action lawsuit with respect to the pricing of medical claim
payments. The agreement resolves business disagreements between the Plans
and physicians regarding payments, and calls for the Plans to strengthen
business practices that promote open communication and cooperation with
physicians in the future. The Company’s share of the cash portion of the
settlement amounting to $15,900 is fully accrued on the statement of financial
position. Final court approval of the settlement is expected in 2008.

The Company is the defendant in numerous other lawsuits arising in the normal
course of business primarily related to subscriber benefits and provider
reimbursement issues such as incentive payments and participation
arrangements.

While the ultimate outcome and estimate of range of potential loss of the
aforementioned lawsuits and others not specifically mentioned cannot be
determined at this time, it is the opinion of management and legal counsel that the
outcome of such lawsuits will not have a material adverse effect on the
Company’s statutory basis financial statements.

Under the terms of self-funded administrative service contracts with its customers,
the Company is subject to audits of claims processed by the Company as well as
those processed by its related participating plans in other states. Such audits
encompass the accuracy of claims payments made on behalf of customers and
the administrative expenses charged to the customer. The Company records an
estimated amount for the resolution of customer disputes. Settlements of such
disputes are not expected to have a material effect on the Company’s statutory
basis financial statements.

Management believes any probable contingencies are appropriately recorded in
other liabilities.

15. LEASES

The Company entered into a sale and leaseback agreement with RBS Lombard
(Lombard) on September 25, 2003. Under the transaction, the Company sold
Lombard substantially all of its computer hardware and software at a net book
value of approximately $101 million and subsequently leased the assets back.
No gain or loss was recorded on this transaction.

A second sale and leaseback transaction was entered into on November 25,
2003 under which the Company sold Lombard $53.2 million of work-in-process
capitalized software. No gain or loss was recorded on this transaction.

The initial lease terms are five years, and monthly lease payments are based on
a ten-year amortization period with a balloon payment at the end of five years. In

lieu of payment of the balance at the end of year five, the Company will have the
option to enter into another lease for an additional five years.
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As part of the financing agreement, the Company is required to maintain a letter
of credit to collateralize the transaction. The current letter of credit is with
Comerica Bank. The amount of the letter of credit is equal to 50 percent of the
financed amount of the sale-leaseback transaction. The term of the letter of
credit is for one year and will renew annually.

The sale-leaseback transaction has been accounted for under SSAP No. 22,
Leases, which requires a sale of equipment that is accompanied by a leaseback
of all or part of the equipment be accounted for as an operating lease. The rent
expense incurred for the years ended December 31, 2007 and 2006, related to
the sale-leaseback transactions, was $21.1 million and $19.7 million,
respectively.

Future minimum lease payments as of December 31, 2007, in connection with
the sale-leaseback transactions are as follows:

2008 $ 94,160

Total minimum payments $ 94,160

In addition, the Company leases certain computer equipment and office space
under various non-cancelable operating leases. Rental expense was $6,595 and
$6,217 for 2007 and 2006, respectively. At December 31, 2007, future minimum
lease payments are as follows:

2008 3,196
2009 3,267
2010 3,331
2011 3,028
2012

2013 and thereafter

Total $ 12,822

16. INFORMATION ABOUT FINANCIAL INSTRUMENTS WITH OFF-BALANCE SHEET
RISK AND FINANCIAL INSTRUMENTS WITH CONCENTRATIONS OF CREDIT
RISK — NOT APPLICABLE

17. SALE, TRANSFER AND SERVICING OF FINANCIAL ASSETS AND
EXTINGUISHMENTS OF LIABILITIES

The Corporation, in the normal course of business, enters into security lending
agreements with various other counterparties. Under these agreements, the
Corporation lends U.S. Treasury securities in exchange for collateral consisting
primarily of cash. These agreements are primarily overnight in nature and settle
the next business day. At December 31, 2007 and 2006, the Corporation had
securities loaned of $893,115,896 and $1,137,880,643, respectively, and non-
cash collateral totaled $558,895,680 and $324,364,616, respectively.

18. GAIN OR LOSS TO THE REPORTING ENTITY FROM UNINSURED A&H PLANS
AND THE UNINSURED PORTION OF PARTIALLY INSURED PLANS

A. ASO Plans — NOT APPLICABLE
B. ASC Plans - The gain from operations of administrative service contracts (ASC)
uninsured plans and the uninsured portion of partially insured plans (ASC plans

with stop loss coverage) for the period ended December, 31, 2007, are as
follows (in thousands):
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ASC Plans ASC Plans

without stoploss  with stoploss Total
Gross reimbursement for medical cost incurred $ 4942,711 $ 4,668,345 $ 9,611,056
Gross administrative fees accrued 307,179 447,652 754,831
Subsidy transfer (2,567) (55,295) (57,862)
Gross expenses incurred (claims and administrative) 5,268,254 5,085,785 10,354,039
Total net gain from operations $ (20,931) $ (25,083) $ (46,014)

Insured ASC Total

Premium fees and reimbursements $ 6,169,180 $ 10,365,887 $ 16,535,067
Claims Incurred 5,685,387 9,611,056 15,296,443
Premium deficiency charge 111,277 - 111,277
Administrative Expenses 703,290 742,983 1,446,273
Total Operating Expenses 6,499,954 10,354,039 16,853,993
Senior Cost Transfer 57,862 (57,862)
Underwriting Gain/(Loss) $ (272,913) $ (46,014) $ (318,927)

C. Medicare or Similarly Structured Cost Based Reimbursement Contract — NOT

APPLICABLE

19. DIRECT PREMIUM WRITTEN/PRODUCED BY MANAGING GENERAL
AGENTS/THIRD PARTY ADMINISTRATORS NOT APPLICABLE

20. OTHER ITEMS

A.

B.

Extraordinary Iltems — NOT APPLICABLE
Troubled Debt Restructuring — NOT APPLICABLE
Other Disclosures:

Blue Cross Blue Shield Association ("BCBSA") Deposit - As part of its Blue
Cross Blue Shield Association (“BCBSA”) license requirements, the Company is
required to maintain a custodial bank account to assure the payment of claims in
the event of the Company’s insolvency. The account balance is calculated as a
percentage of the Company’s unpaid claim liability and consists primarily of
marketable securities. The funds in the account are included in the Company’s
investment portfolio. The Company has the ability to trade and transfer securities
within the account as long as the balance in the account is at or above the
required minimum. The required balance for the period April 1, 2007 through
March 31, 2008, is $125.2 million. At December 31, 2007, the balance in this
custodial account was $162.9 million.

Industry Concentration— The Company primarily conducts business within the
State of Michigan. A significant portion of the Company’s customer base is
concentrated in companies that are part of the automobile manufacturing
industry. Receivables from our significant customers in this industry are $130.4
million and $118.1 million at December 31, 2007 and 2006, respectively. These
receivables primarily represent reimbursable claims and administrative fees for
services provided to them as part of their ASC arrangements with the Company.
The Company held cash advances from these customers of $21.5 million and
$20.8 million at December 31, 2007 and 2006, respectively, to partially offset
these receivables. In addition, the Corporation holds investments in these
customers’ equity securities, corporate bonds, commercial paper, and medium-
term notes with a total fair value of $11.7 million and $12.5 million at

December 31, 2007 and 2006, respectively.
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D. Uncollectible Assets on Uninsured plans — NOT APPLICABLE

E. Noncash Transactions — NOT APPLICABLE

F. Business Interruption Insurance Recoveries — NOT APPLICABLE
21. EVENTS SUBSEQUENT — NONE
22. REINSURANCE — NOT APPLICABLE

23. RETROSPECTIVELY RATED CONTRACTS AND CONTRACTS SUBJECT TO
REDETERMINATION

A. The company establishes a liability for experience rated group contracts and
portions of Medicare Part D prescription drug contracts as a result of favorable
experience based on an actuarial estimate of underwriting gains which will be
returned to customers, either as cash refunds or future rate reductions. Liabilities
for experience contracts were $343,929,747 and $339,062,780 at December 31,
2007 and 2006, respectively. Under terms of most of the experience-rated
contracts, recovery, if any, of underwriting losses through future rate increases is
not recognized until received.

B. During 2007 and 2006, net premiums written that are subject to retrospective
rating features were $2,012,079,308 and $2,073,981,182, respectively, which
represents 33% and 36%, respectively, of total net premiums written. As of
December 31, 2007, receivables for accrued retrospective premiums totaled
$1,242,718 and $10,060,677 at December 31, 2007 and 2006 respectively, of
these amounts $167,046 and $8,805,263, respectively, were non-admitted
assets.

24. CHANGE IN INCURRED LOSSES AND LOSS ADJUSTMENT EXPENSES -

This estimate is based upon historical claims experience modified for current
trends and changes in benefit coverage, which could vary as the claims are
ultimately settled. Processing expense related to claims is accrued based on an
estimate of expenses to process such claims. Revisions in actuarial estimates
are reported in the period in which they arise.

26. INTER-COMPANY POOLING ARRANGEMENTS — NOT APPLICABLE

27. STRUCTURED SETTLEMENTS — NOT APPLICABLE

28. HEALTH CARE RECEIVABLES
The Company receives pharmaceutical rebates from third-party pharmacy benefit
managers. These rebates are calculated using estimates based on guaranteed

rebate rates, drug benefit trends and membership. Activity for 2007 and 2006 is
summarized as follows (in thousands):

Estimated Pharmacy Rebates Actual Rebates Actual Rebates
Pharmacy Rebates as Billed Actual Rebates Received Received
as Reported on or Otherwise Received Within ~ Within 91 to 180 More Than 180 Days

Quarter Financial Statements Confirmed 90 Days of Billing  Days of Billing After Billing
12/31/2007 $ 25,160 $ 11,491 $ 11,491 $ $

9/30/2007 $ 34,135 $ 36,419 $ 36,419 $ $

6/30/2007 $ 21,429 $ 33,565 $ 33,565 $ $

3/31/2007 3 32,987 $ 28,227 $ 28,227 $ $
12/31/2006 $ 25,840 $ 35,230 $ 35,230 $ $ 2,699
9/30/2006 $ 32,946 $ 28,552 $ 28,552 $ $ 2,699
6/30/2006 $ 30,948 $ 37,904 $ 37,904 $ $ 2,699
3/31/2006 $ 37,539 $ 33,767 $ 33,767 $ $ 2,699

29. PARTICIPATING POLICIES — NOT APPLICABLE
30. PREMIUM DEFICIENCY RESERVES
A liability for premium deficiency losses is recognized when it is probable that

expected claim losses and allocable administrative expenses will exceed future
premiums on existing health and other contracts without consideration of
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investment income. For purposes of premium deficiency losses, contracts are
grouped in a manner consistent with the Company’s method of acquiring,
servicing and measuring the profitability of such contracts. The anticipated losses
are reported as an increase in reserves for life and accident and health contracts.
Once established, premium deficiency losses are released over the period that
the contract is in a loss position. Premium deficiency reserves consist of the

following:
Balance Additional Balance

12/31/2006 Provision Amortization 12/31/2007
MIChild $ 10,623 $ 14177 $ 14,000 $ 10,800
Individual 36,600 125,000 25,000 136,600
Medicare Complementary 198,200 99,200 88,100 209,300
Total $ 245,423 $ 238,377 $ 127,100 $ 356,700

Medicare

Projected Loss by Year MIChild Individual Comp Total
2008 year $ 10,800 $ 46,200 $ 73,100 $ 130,100
2009 year 39,500 63,100 102,600
2010 year 35,600 50,500 86,100
2011 year 15,300 22,600 37,900

$ 10,800 $ 136,600 $ 209,300 $ 356,700

The MIChild premium deficiency reserve (“PDR”) was established for the
anticipated losses on the state sponsored insurance program, which provides
health and dental benefits for uninsured children of Michigan’s working families.
The $10,623,000 balance at December 31, 2006, was the estimated loss for the
contract period in effect ending September 30, 2007. At October 1, 2007, the
Company established a new premium deficiency reserve of $14,177,000 based
on a current valuation of anticipated losses for the new contract period ending
September 30, 2008. At December 31, 2007 the outstanding balance of
$10,800,000 represents anticipated losses for the current contract period. For
the 2006-2008 contract years, an agreement with the State of Michigan limits the
Company’s annual underwriting loss from the MIChild program to $15,500,000
per year, as such a receivable for excess losses of $7,502,000 and $3,871,000
were established at December 31, 2007 and 2006 respectively.

The premium deficiency reserve for the Company’s Individual business line was
established for anticipated losses for the contract years 2008 through 2011
primarily due to the likelihood of lower than expected future premium rate
increases and higher than anticipated benefit trends.

The premium deficiency reserve established at December 31, 2006 for the
Medicare complimentary line of business was for anticipated losses for the
contract years 2006 through 2008. The additional provision for losses through
2011 in the amount of $99,200,000 was based on revised premium rate increase
assumptions.

31. ANTICIPATED SALVAGE AND SUBROGATION

Anticipated salvage and subrogation is included as a reduction to claims unpaid
as reported on line 1, page 3 as follows:

2002 Accident Year - -
3,016

2003 Accident Year -
2004 Accident Year 2,938 9,466
2005 Accident Year 6,527 1,364,548
2006 Accident Year 1,728,285 10,820,156
2007 Accident Year 13,736,694
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SUMMARY INVESTMENT SCHEDULE

Gross Admitted Assets as Reported
Investment Holdings in the Annual Statement
Investment Categories Amlunt Percezntage Amzunt Perc:ntage
1. Bonds:
1.1 U.S.TEASUNY SECUMHES. ....c.vvverereeseiiesietcse sttt s s bbbt s st st st ssensnsns | arvssaens 635,317,581 | .coovvvvrene 126 | ... 635,317,581 | .coovvrvrnee 134
1.2 U.S. government agency obligations (excluding mortgage-backed securities):
1.21 Issued by U.S. gOVEINMENE AGENCIES........c.evuevreiierieieissise ettt sss s ess st stensns | ersesas 176,272,906 | .......ccvevne 35 [ 176,272,906 | ....covvvvne 3.7
1.22 lIssued by U.S. government SPONSOred @QENCIES...........cvuivrvrereiviereiesiesise s ssesss s ssesssssssssssssssns | esssessessssssssssssssssins | soessessessienes 0.0 [ [ e, 0.0
1.3 Foreign government (including Canada, excluding mortgage-backed SECUTIES)...........ccvverrveererieivecrerseieeisirens | cevveriseieinas 100,000 |....ccooovnevn 0.0 [ 100,000 | ...cccovvneen 0.0
1.4 Securities issued by states, territories and possessions and political subdivisions in the U.S.:
1.41 States, territories and possessions general 0bligations.............cc.cueeeeicierniicieieee e esiessenes | eesessesiessesessssseeses | seeseeeseesienes 0.0 [ [ e, 0.0
1.42 Political subdivisions of states, territories & possessions & political subdivisions general obligations....... [ .c..ccoeeveeeiveinineinns | ovvveirei, 0.0 [ [ e, 0.0
1.43 Revenue and assesSSMENE ODIIGALIONS..........cocuieieiiiisiee ettt ss s ssenas | essessessssessesssssssensenss | seesessesesnes 0.0 [ [ e 0.0
1.44 Industrial development and similar OBlIGAtIONS............cc.curiviiiiirie ettt ses | ensessessnsesses e sessesenes | ceeresiesesees 0.0 [ [ e, 0.0
1.5 Mortgage-backed securities (includes residential and commercial MBS):
1.51 Pass-through securities:
1.511 Issued or guaranteed by GNIMAL...........cooiiecceeee ettt sssse e sssssssessssssens | sesesisssssesesessssenens | creesessesesnd 0.0 [ [ v, 0.0
1.512 Issued or guaranteed by FNMA and FHLMC............c.cooiiiiiiiieeee et ssvessenaes [ ensessessssessesssssssssenes | convessesssnns 0.0 [ [ e 0.0
1513 Al OtNET oottt | neeenas 200,917,983 | ..ovvvrernne 40 |......... 200,917,983 | ...vvvrrennns 4.2
1.52 CMOs and REMICs:
1.521 Issued or guaranteed by GNMA, FNMA, FHLMC 0F VA.......cccicnreeeeeeiserssessssesessesssees | coeeeens 933,505,412 | ..ovvvvnnven 184 |t 933,505,412 | ..ovvverncn 19.7
1.522 Issued by non-U.S. Government issuers and collateralized by mortgage-backed
securities issued or guaranteed by agencies Shown in Line 1.527........cccoevvveinnsnnenneensnniens | e | cevsssiennnnd 0.0 [ [ e, 0.0
1.523 All other.
2. Other debt and other fixed income securities (excluding short-term):
2.1 Unaffiliated domestic securities (includes credit tenant loans rated by the SVO)........c.ccccoveeveiererineeeierinsnenens | vrvvenne 783,058,215 | .............. 155 | .o 783,058,215 | .............. 16.5
2.2 Unaffiliated fOreign SECUMHIES..........ccvueveiriieeiieiesesse ettt st ssessss s ssessessnsses | sesssssesssssiessessesssssens | sessessssssesaa 0.0 | oo | e 0.0
2.3 AFIIAEEA SECUMHES......vveeversreerrircrisceisesieriss ettt | snstsessisenesssensnnsntenes | cossneseensons 0.0 oo [ e 0.0
3. Equity interests:
3.1 Investments in MULUAI FUNGS.........coueriririicr st snsnnes | cveennes 316,030,858 | ....cccoovenencd 6.2 [ .o 316,030,858 | ....cccoennnad 6.7
3.2 Preferred stocks:
321 AFFIIBIEA. ...t nenes [ srenensi e enesenneeneees | eerieneien 0.0 | [ e 0.0
322 UNGFIIBTE. ..ottt | et 4,813,615 | .oovvverrnnnn 0.1 | s 4,813,615 | .ovvvvirrennnd 0.1
3.3 Publicly traded equity securities (excluding preferred stocks):
331 AFFIIBIEA. ...t [ crenensi e | s 0.0 oo [ e 0.0
3.32 UNGFiIATEA. .....vooceeeeiceircii sttt | e 341,428,486 | .....ovvvvenec 6.7 | .o 341,428,486 | ...ccoovvvvennes 7.2
3.4  Other equity securities:
341 AFFIIBEEA. ...ttt [ et 1,282,239,162 | ....ccovnee. 253 [ .o 968,891,057 | ...cvvvvncen 20.4
342 UNGFIIBIE. ....cvooceeeiceirc sttt ssnt s | crinenss s nisnnie | s (001 TR (SRR 0.0
3.5 Other equity interests including tangible personal property under lease:
351 AFFIIBIEA. ...ttt [ erinenss e | s (001 ORI (SO 0.0
352 UNGFIIBIEA. ....vovceeeicetrciesece ittt ennnns | erinenssnsn s nisnnie | s 0.0 oo e 0.0
4. Mortgage loans:
4.1  Construction and land development
4.2 AGEICURUTAL ...ttt s8Rt
4.3 Single family residential PrOPEIHES. ...ttt ettt
4.4 Multifamily reSidential PrOPEIIES. .........ovuruururerereeeeireeereireieesees st sse bbbttt srenias
45 COMMEICIAL IOBNS.......vuuiieieiieiiei et
4.6 Mezzaning real €SIAtE I08NS.........c.cuuuiiiieriiii et
5. Real estate investments:
5.1 Property 0CCUPIEd DY COMPANY.......curiiierirrieirreireieise st isessessesesse st ess s ssessessss s ssessssssessessessssssessessassnssnns | seseesne 193,473,210 | covevvvrernnne 38 | 193,473,210 | oo 4.1
5.2 Property held for production of income (including §.......... 0 of property acquired in satisfaction of debt).............. | oevevvereeeicecesieeens [ e 0.0 [ [ e, 0.0
5.3  Property held for sale (including §......... 0 property acquired in satisfaction of debt)............ccoveerrrrrrnrnrnecneinninne | eerrieenrneressnnnees | e 0.0 | eoeeeeeeeeeeeeeieens | e 0.0
6. Contract loans
7. RECEIVADIES fOr SECUMHES........vvcveieieeiecieteiecetee ettt sttt s s sss s s ssssssaessesnes | eeseseesans 55,257,611 | ceveveverenne (% T [ 55,257,611 | ..ovvveeee 1.2
8.  Cash, cash equivalents and short-term INVESIMENTS............cceveviveiccese ettt tessessaens | eeveseenns 73,908,463 |....ccoevnee. 15 [ 73,908,463 |...ccvvvvnene 1.6
9. OMhErINVESIEA @SSELS......cocvieeiecicteiectee ettt st a s st sn s ssesassnssessssntensens | arssssesan 64,840,064 | ................ 13 [ 57,530,494 | ................ 1.2
10, TOtAl INVESIEA ASSEES......v.veveeeeeeeveeteveetete ettt see s essee s sasn s seessnssneesessnsessesasssnssnsesnssnsesessnsenesees | coeves 5,061,163,566 | ........... 100.0 |...... 4,740,505,891 | ............ 100.0
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21

2.2

3.1
3.2

33

34
4.1

42

5.1
5.2

6.1

6.2

71
7.2

8.1
8.2

8.3
8.4

11

1.2

12.
121

12.2
12.3
124

GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES

GENERAL

Is the reporting entity a member of an Insurance Holding Company System consisting of two or more affiliated persons, one or more of which
is an insurer?

If yes, did the reporting entity register and file with its domiciliary State Insurance Commissioner, Director or Superintendent or with such
regulatory official of the state of domicile of the principal insurer in the Holding Company System, a registration statement providing
disclosure substantially similar to the standards adopted by the National Association of Insurance Commissioners (NAIC) in its Model
Insurance Holding Company System Regulatory Act and model regulations pertaining thereto, or is the reporting entity subject to standards
and disclosure requirements substantially similar to those required by such Act and regulations?

State regulating? Michigan

Yes [ X]

Has any change been made during the year of this statement in the charter, by-laws, articles of incorporation, or deed of settlement of the
reporting entity?
If yes, date of change:

State as of what date the latest financial examination of the reporting entity was made or is being made.

State the as of date that the latest financial examination report became available from either the state of domicile or the reporting entity.

This date should be the date of the examined balance sheet and not the date the report was completed or released.

State as of what date the latest financial examination report became available to other states or the public from either the state of domicile or the
reporting entity. This is the release date or completion date of the examination report and not the date of the examination (balance sheet date).
By what department or departments? Office of Financial and Insurances Services

During the period covered by this statement, did any agent, broker, sales representative, non-affiliated sales/service organization or any combination

thereof under a common control (other than salaried employees of the reporting entity) receive credit or commissions for or control a substantial
part (more than 20 percent of any major line of business measured on direct premiums) of:

411  sales of new business?

412  renewals?

During the period covered by this statement, did any sales/service organization owned in whole or in part by the reporting entity or an affiliate,

receive credit or commissions for or control a substantial part (more than 20 percent of any major line of business measured on direct premiums) of:

421  sales of new business?
422  renewals?

Has the reporting entity been a party to a merger or consolidation during the period covered by this statement?
If yes, provide the name of the entity, NAIC company code, and state of domicile (use two letter state abbreviation) for any entity that has ceased
to exist as a result of the merger or consolidation.

1 2
Name of Entity NAIC Co. Code

3
State of Domicile

Has the reporting entity had any Certificates of Authority, licenses or registrations (including corporate registration, if applicable) suspended
or revoked by any governmental entity during the reporting period?
If yes, give full information:

Does any foreign (non-United States) person or entity directly or indirectly control 10% or more of the reporting entity?
If yes,
7.21  State the percentage of foreign control.
7.22  State the nationality(ies) of the foreign person(s) or entity(ies); or if the entity is a mutual or reciprocal,
the nationality of its manager or attorney-in-fact and identify the type of entity(ies) (e.g., individual,
corporation, government, manager or attorney-in-fact)
1 2
Nationality Type of Entity

Is the company a subsidiary of a bank holding company regulated by the Federal Reserve Board?
If response to 8.1 is yes, please identify the name of the bank holding company.

Is the company affiliated with one or more banks, thrifts or securities firms?

If response to 8.3 is yes, please provide the names and location (city and state of the main office) of any affiliates regulated by a federal
financial regulatory services agency [i.e. the Federal Reserve Board (FRB), the Office of the Comptroller of the Currency (OCC), the Office of
Thrift Supervision (OTS), the Federal Deposit Insurance Corporation (FDIC) and the Securities Exchange Commission (SEC)] and identify the
affiliate's primary federal regulator.

Yes[X] No[ ]

No[ ] NA[ 1]

Yes[ ] No[X]

12/31/2003
12/31/2003

06/16/2005

Yes[ ] No[X]
Yes[ ] No[X]

Yes[ 1] No[X]
Yes[ ] No[X]

Yes[ 1] No[X]

Yes[ ] No[X]

Yes[ ] No[X]

Yes[ ] No[X]

1 2 3 4 5
Affiliate Name Location (City, State) FRB 0CC 0oTS

FDIC

SEC

What is the name and address of the independent certified public accountant or accounting firm retained to conduct the annual audit?
Deloitte & Touche, Suite 900, 600 Renaissance Center, Detroit, Michigan 48243-1704

What is the name, address and affiliation (officer/employee of the reporting entity or actuary/consultant associated with an actuarial
consulting firm) of the individual providing the statement of actuarial opinion/certification?
John Dunn FSA MAAA Vice President and Coroporate Actuary

Does the reporting entity own any securities of a real estate holding company or otherwise hold real estate indirectly?
11.11  Name of real estate holding company

1112 Number of parcels involved
11.13  Total book/adjusted carrying value
If yes, provide explanation.

FOR UNITED STATES BRANCHES OF ALIEN REPORTING ENTITIES ONLY:
What changes have been made during the year in the United States manager or the United States trustees of the reporting entity?

Does this statement contain all business transacted for the reporting entity through its United States Branch on risks wherever located?
Have there been any changes made to any of the trust indentures during the year?
If answer to (12.3) is yes, has the domiciliary or entry state approved the changes?

27

Yes[ ]

Yes[ ] No[X]

Yes[ 1] No[ ]
Yes[ ] No[ ]
No[ ] NAT[ |
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13.11

13.2
13.21

13.3
13.31

18.1

18.2

19.1

19.2

20.2

211
212

221

22.2

231

23.2

233

241
242

GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES

Are the senior officers (principal executive officer, principal financial officer, principal accounting officer or controller, or persons performing similar functions)
of the reporting entity subject to a code of ethics, which includes the following standards?

a. Honest and ethical conduct, including the ethical handling of actual or apparent conflicts of interest between personal and professional relationships;
b. Full, fair, accurate, timely and understandable disclosure in the periodic reports required to be filed by the reporting entity;

[ Compliance with applicable governmental laws, rules and regulations;

d. The prompt internal reporting of violations to an appropriate person or persons identified in the code; and

e. Accountability for adherence to the code.

If the response to 13.1 is No, please explain:

Has the code of ethics for senior managers been amended?
If the response to 13.2 is Yes, provide information related to amendment(s).

Have any provisions of the code of ethics been waived for any of the specified officers?
If the response to 13.3 is yes, provide the nature of any waiver(s).

BOARD OF DIRECTORS

Is the purchase or sale of all investments of the reporting entity passed upon either by the Board of Directors or a subordinate committee thereof?
Does the reporting entity keep a complete permanent record of the proceedings of its Board of Directors and all subordinate committees thereof?

Has the reporting entity an established procedure for disclosure to its Board of Directors or trustees of any material interest or affiliation
on the part of any of its officers, directors, trustees or responsible employees that is in conflict or is likely to conflict with the official duties
of such person?

FINANCIAL

Has this statement been prepared using a basis of accounting other than Statutory Accounting Principles (e.g., Generally Accepted Accounting Principles)?

Total amount loaned during the year (inclusive of Separate Accounts, exclusive of policy loans):

18.11 To directors or other officers

18.12  To stockholders not officers

18.13  Trustees, supreme or grand (Fraternal only)

Total amount of loans outstanding at the end of year (inclusive of Separate Accounts, exclusive of policy loans):
18.21 To directors or other officers

18.22 To stockholders not officers

18.23 Trustees, supreme or grand (Fraternal only)

Were any assets reported in this statement subject to a contractual obligation to transfer to another party without the liability for
such obligation being reported in the statement?

If yes, state the amount thereof at December 31 of the current year:

19.21 Rented from others

19.22  Borrowed from others

19.23 Leased from others

19.24  Other

Does this statement include payments for assessments as described in the Annual Statement Instructions other than guaranty
fund or guaranty association assessments?

If answer is yes:

20.21  Amount paid as losses or risk adjustment

20.22 Amount paid as expenses

20.23 Other amounts paid

Does the reporting entity report any amounts due from parent, subsidiaries or affiliates on Page 2 of this statement?
If yes, indicate any amounts receivable from parent included in the Page 2 amount.

INVESTMENT

Were all the stocks, bonds and other securities owned December 31 of current year, over which the reporting entity has exclusive control,
in the actual possession of the reporting entity on said date?

If no, give full and complete information relating thereto.

Certain securities are subject to a security lending agreement with State Street Bank.

Were any of the stocks, bonds or other assets of the reporting entity owned at December 31 of the current year not exclusively under the
control of the reporting entity, or has the reporting entity sold or transferred any assets subject to a put option contact that is currently in
force? (Exclude securities subject to Interrogatory 19.1)

If yes, state the amount thereof at December 31 of the current year:

2321 Loaned to others

23.22 Subject to repurchase agreements

23.23 Subject to reverse repurchase agreements

23.24  Subject to dollar repurchase agreements

23.25 Subject to reverse dollar repurchase agreements

23.26 Pledged as collateral

23.27 Placed under option agreements

23.28 Letter stock or securities restricted as to sale

23.29 On deposit with state or other regulatory body

23.291 Other

For category (23.28) provide the following:

1 2 3
Nature of Restriction Description Amount

Does the reporting entity have any hedging transactions reported on Schedule DB?
If yes, has a comprehensive description of the hedging program been made available to the domiciliary state?
If no, attach a description with this statement.

Yes [

271

]

Yes[X] No[ ]
Yes[ ] No[X]
Yes[ ] No[X]
Yes[X] No[ ]
Yes[X] No[ ]
Yes[X] No[ ]
Yes[ ] No[X]

G 0
B 0
G 0

Yes[ ] No[X]

Yes[ ] No[X]

Yes[X] No[ ]

LT 1,420,770,010

Yes[ ]
No[ 1]

No[X]
NA[X]
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25.1

25.2

26.

26.01

26.02

26.03
26.04

26.05

271

272

273

28.

291
29.2

30.1
30.2

311
31.2

GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES

Were any preferred stocks or bonds owned as of December 31 of the current year mandatorily convertible into equity, or, at the option of the

issuer, convertible into equity? Yes[ ] No[X]
If yes, state the amount thereof at December 31 of the currentyear: s
Excluding items in Schedule E, real estate, mortgage loans and investments held physically in the reporting entity's offices, vaults or safety
deposit boxes, were all stocks, bonds and other securities, owned throughout the current year held pursuant to a custodial agreement with a
qualified bank or trust company in accordance with Section 3, Ill Conducting Examinations, G - Custodial or Safekeeping Agreements of the
NAIC Financial Condition Examiners Handbook? Yes[X] No[ ]
For agreements that comply with the requirements of the NAIC Financial Condition Examiners Handbook, complete the following:
1 2
Name of Custodian(s) Custodian's Address
State Street Insurance Services 801 Pennsylvania Kansas City Ml 64105
Federal Home Loan Bank of Indianapolis 8250 Woodfield Crossing, Indianapolis IN 46240
Comerica Bank Institutional Trust, P.O Box 75000, Detroit, Ml 48275
Fidelity Investments 100 Magellan Way, Covington, KY 41015
For all agreements that do not comply with the requirements of the NAIC Financial Condition Examiners Handbook, provide the
name, location and a complete explanation:
1 2 3
Name(s) Location(s) Complete Explanation(s)
Have there been any changes, including name changes, in the custodian(s) identified in 26.01 during the current year? Yes[ 1] No[X]
If yes, give full and complete information relating thereto:
1 2 3 4
Old Custodian New Custodian Date of Change Reason
Identify all investment advisors, brokers/dealers or individuals acting on behalf of broker/dealers that have access to the investment
accounts, handle securities and have authority to make investments on behalf of the reporting entity:
1 2 3
Central Registration Depository Number(s) Name Address
Does the reporting entity have any diversified mutual funds reported in Schedule D, Part 2 (diversified according to the Securities and
Exchange Commission (SEC) in the Investment Company Act of 1940 [Section 5(b)(1)])? Yes[X] No[ ]
If yes, complete the following schedule:
1 2 3
CUSIP # Name of Mutual Fund Book/Adj.Carrying Value
78462F 10 3 Spy Exchange Traded Funds 175,529,930
921913307 Vanguard Structured L/C 114,019,449
722005 62 6 PIMCO All Assets 14,553,614
464287 48 1 IShares Russel Midcap 484,245
27.2999. TOTAL 304,587,238
For each mutual fund listed in the table above, complete the following schedule:
1 2 3 4
Amount of Mutual
Fund's Book/Adjusted
Name of Mutual Fund Name of Significant Holding Carrying Value
(from the above table) of the Mutual Fund Attributable to Holding Date of Valuation
Spy Exchange Traded Funds Exxon Mobil 6,690,499 12/31/2007
Vanguard Structured L/C Exxon Mobil 4,341,861 12/31/2007
PIMCO All Assets PIMCO All Assets 12/31/2007
IShares Russel Midcap National Oilwell 5,375 12/31/2007
Provide the following information for all short-term and long-term bonds and all preferred stocks. Do not substitute amortized value or statement value for fair value.
1 2 3
Excess of Statement
Statement over Fair Value (),
(Admitted) Fair or Fair Value over
Value Value Statement (+)
281 BONGAS. ..ottt ittt | eniiaa 2,851,672,385 | ...... 2,907,740,070 | ... 56,067,685
28.2  Preferred StOCKS. ... .o | nsssssessnens 4,813,615 | oo 5,379,546 565,931
28.3  TOAlS. oo | i 2,856,486,000 | ...... 2,913,119,616 56,633,616
284  Describe the sources or methods utilized in determining the fair values:
State Street Bank
Have all the filing requirements of the Purposes and Procedures Manual of the NAIC Securities Valuation Office been followed? Yes[X] No[ ]
If no, list exceptions:
OTHER
Amount of payments to trade associations, service organizations and statistical or rating bureaus, if any? E 5,622,048
List the name of the organization and the amount paid if any such payment represented 25% or more of the total payments to
trade associations, service organizations and statistical or rating bureaus during the period covered by this statement.
1 2
Name Amount Paid
Blue Cross Blue Shield Association 5,521,125
Amount of payments for legal expenses, if any? B 3,135,000
List the name of the firm and the amount paid if any such payment represented 25% or more of the total payments
for legal expenses during the period covered by this statement.
1 2
Name Amount Paid
Dickinson Wright 1,461,000

27.2
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GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES

32.1  Amount of payments for expenditures in connection with matters before legislative bodies, officers or departments of government, if any? G 382,768
32.2 List the name of the firm and the amount paid if any such payment represented 25% or more of the total payment expenditures
in connection with matters before legislative bodies, officers or departments of government during the period covered by this statement.
1 2
Name Amount Paid

27.3
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GENERAL INTERROGATORIES (continued)

PART 2 - HEALTH INTERROGATORIES

1.1 Does the reporting entity have any direct Medicare Supplement Insurance in force? Yes [X] No[ ]
1.2 If yes, indicate premium earned on U.S. business only B 224,713,686
1.3 What portion of Iltem (1.2) is not reported on the Medicare Supplement Insurance Experience Exhibit? B 0
1.31 Reason for excluding
1.4 Indicate amount of earned premium attributable to Canadian and/or Other Alien not included in Item (1.2) above. B, 0
1.5 Indicate total incurred claims on all Medicare Supplement insurance. G 381,255,641
1.6 Individual policies:
Most current three years:
1.61 Total premium earned B 224,713,686
1.62 Total incurred claims B 381,255,641
1.63 Numberofcoveredlives 209,395
All years prior to most current three years:
1.64 Total premium earned B 0
1.65 Total incurred claims e 0
1.66 Numberofcoveredlives 0
1.7 Group policies:
Most current three years:
1.71  Total premium earned G 0
1.72  Total incurred claims B, 0
1.73 Numberofcoveredlives 0
All years prior to most current three years:
1.74  Total premium earned B, 0
1.75 Total incurred claims B, 0
1.76 Numberof coveredlives 0
2. Health test: 1 2
Current Year Prior Year
2.1 Premium NUMErator.........cocovveierernesiesnnienies | cevsrienens 6,184,769,645 | ..... ....5,797,965,357
2.2 Premium Denominator.. .6,184,769,645 |.
2.3 Premium Ratio (2.1/2.2)...c.ccvverererririeireisiinnnns
2.4 Reserve NUMErator.........ccoeeveverereennenensenes | cerssiennens 1,621,922,660
2.5 Reserve Denominator... .1,621,922,660 |.
2.6 Reserve Ratio (2.4/2.5)......cccccoeviervnisieniinnnns JETRRN 100.0
3.1 Has the reporting entity received any endowment or gift from contracting hospitals, physicians, dentists, or others that is agreed will be
returned when, as and if the earnings of the reporting entity permits? Yes[ ] No [X]
3.2 Ifyes, give particulars:
4.1 Have copies of all agreements stating the period and nature of hospitals', physicians', and dentists' care offered to subscribers and
dependents been filed with the appropriate regulatory agency? Yes[X] No[ 1
4.2 If not previously filed, furnish herewith a copy(ies) of such agreement(s). Do these agreements include additional benefits offered? Yes[X] No[ ]
5.1 Does the reporting entity have stop-loss reinsurance? Yes[ 1] No[X]

5.2 If no, explain:
Blue Cross Blue Shield of Michigan does not utilize stop-loss reinsurance due to the size and stability of the business and sufficient levels of capitalization

5.3 Maximum retained risk (see instructions):
5.31 Comprehensive medical
5.32  Medical only
5.33 Medicare supplement
5.34 Dental
5.35 Other limited benefit plan
5.36  Other

6.  Describe arrangement which the reporting entity may have to protect subscribers and their dependents against the risk of insolvency including
hold harmless provisions, conversion privileges with other carriers, agreements with providers to continue rendering services, and any other
agreements:
Maintain a restricted custodial bank account determined on the basis of a formula set by BCBSA and continuation insurance coverage with Collins and Associates.

7.1 Does the reporting entity set up its claim liability for provider services on a service date base? Yes[ 1]

7.2 Ifno, give details:
Claims liabilities are based on paid/incurred claims triangulation

8.  Provide the following information regarding participating providers:
8.1 Number of providers at start of reportingyear
8.2  Number of providers at end of reportingyear

9.1 Does the reporting entity have business subject to premium rate guarantees? Yes [ X]
9.2 Ifyes, direct premium earned:
9.21 Business with the rate guarantees between 15-36 months G
9.22 Business with rate guarantees over 36 months B,
10.1 Does the reporting entity have Incentive Pool, Withhold or Bonus arrangements in its provider contracts? Yes[X]
10.2 Ifyes:
10.21 Maximum amount payable bonuses B,
10.22 Amount actually paid for year bonuses G
10.23 Maximum amount payable withholds B,
10.24 Amount actually paid for year withholds B
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Statement as of December 31, 2007 of the BLUE CROSS BLUE SHIELD OF MICHIGAN
GENERAL INTERROGATORIES (continued)

PART 2 - HEALTH INTERROGATORIES

11.1 s the reporting entity organized as:

11.12 A Medical Group/Staff Model, Yes[ ] No [X]
11.13 An Individual Practice Association (IPA), or Yes[ ] No [ X]
11.14 A Mixed Model (combination of above)? Yes[ ] No [X]
11.2 s the reporting entity subject to Minimum Net Worth Requirements? Yes[ ] No [ X]

11.3 If yes, show the name of the state requiring such net worth.

11.4 Ifyes, show the amountrequired.
11.5 |s this amount included as part of a contingency reserve in stockholder's equity? Yes[ ] No[X]
11.6 If the amount is calculated, show the calculation:

12.  List service areas in which reporting entity is licensed to operate:
1
Name of Service Area

Michigan

28.1
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FIVE-YEAR HISTORICAL DATA
1 2

3 4 5
2007 2006 2005 2004 2003

Balance Sheet Items (Pages 2 and 3)

1. Total admitted assets (Page 2, LiNg 26).........ccooveverrererneneereeneineensensersenes | conveneens 5,418,152,286 |........... 5,237,887,264 |........... 4,846,088,978 |........... 4,323,733,105 |........... 4,256,344,275

2. Total liabilities (Page 3, LiNE 22).........ccouvrurirrenrirrerninsensereieesseneesessssenens | eeeeeeneens 3,012,063,208 |........... 2,736,443,080 |........... 2,385,068,109 |........... 2,080,025,393 |........... 2,358,220,996

3. StAULONY SUPIUS ..ottt sesanes | enteneeens 2,406,089,078 |........... 2,501,444184 |........... 2,461,020,869 |........... 2,243,707,712 |........... 1,898,123,279

4. Total capital and surplus (Page 3, LiNe 31).....c.cccveumrnrrmrrmenreneennernsnnneens | eonnereenns 2,406,089,078 |........... 2,501,444,184 |........... 2,461,020,869 |........... 2,243,707,712 |........... 1,898,123,279
Income Statement Items (Page 4)

5. Total revenues (LINE 8).........c.rwrirerrrrirreiierieesieseseessesesesssseessssssenes | soeeessenes 6,169,179,593 |........... 5,805,419,538 |........... 5,523,155,022 |........... 5518,400,812 |........... 5,654,674,204

6. Total medical and hospital expenses (Line 18)..........c.cuvurerrevemerirerieenns | coveerenns 5,685,387,252 |........... 5,205,222,315 |........... 4,764,024,261 |........... 4741767141 | ........... 4,784,056,750

7. Claims adjustment expenses (LiNe 20).........c.ccocurrerneremernreesremnesenenesns | coveeeeseeeons 214,473,405 | ............. 179,680,979 |...cccooennv 162,363,543 | ... 146,094,381 |....ccoonve. 140,978,497

8. Total administrative eXpenses (LiNE 21).........ccocuvrerrrrirmerneeinnerinereineries | veeseneneons 476,968,610 |.............. 446,184,971 |...ccooenee 382,867,090 |..ovcveene. 334,178,455 |....covvvenn. 362,475,685

9. Net underwriting gain (10SS) (LiNE 24)........c.ovvverrrrererirerrcnirireseiesiienes | veeesenens (318,926,674) | ....oovvvvrerernns 808,273 | ..o 104,500,128 |.............. 168,860,835 |.............. 232,163,272
10.  Netinvestment gain (10SS) (LINE 27)........c.vvvveerrireeneeirieneerenesesesisnenins | veeeeeneons 224,087,974 ...181,831,855 |.........c... 145,840,683 |............. 169,584,382 |......covevene. 91,865,207
11. Total other income (LiNeS 28 PIUS 29).........ccourvrirereinrrirreincrirerieressenisens | cereessneeeenns 70,167,452 | ......ccocveene. 11,930,239 |...coovvvene 12,790,186 |....cccveveen 37,392,858 |.............. 118,792,295
12. Netincome or (10SS) (LiNE 32)......c.cvverrvrmereirreriereieeriesssessiessssesesssssses | eeressseesonns 16,184,425 | .............. 158,926,121 |...cocvvvnuv 193,004,312 ..o 238,811,712 | .o 374,497,394
Cash Flow (Page 6)

13.  Net cash from operations (LiNE 11).......cccevemrrenerrmmmnreinsrieeieniseeseens | veereeneons 244,386,022 |............. 257,818,197 | .cooovevenne. 299,679,672 |...coccveune 271,973,514 |..oovvv 507,217,102
Risk-Based Capital Analysis

14, Total adjusted CaPItal...........oovvvecverrerererireeceeresessesseessieens | reseeens 2,406,089,078 |........... 2,501,444,184 |........... 2,461,020,869 |........... 2,243,707,712 | .oovvennee 1,898,123,279
15.  Authorized control level risk-based Capital............c..ovurrreenrrnecencrineeeinens | oveereennnns 349,730,807 |..coveveene. 317,971,740 | .o, 276,012,909 |...cccoveuneee 282,994,740 |.............. 299,806,439
Enrollment (Exhibit 1)

16. Total members at end of period (Column 5, LiNe 7).......cceverervenrerriniiens | cererrereninnnens 2,581,219 | oo, 2,569,448 |...cocvvrrrnn. 2,540,301 | .coovvreren. 2,621,892 |..ovvvrernen. 2,698,830
17.  Total member months (COlUMN 6, LINE 7).......corvueremmmmrinerrieieserirnees | wereresereones 30,992,554 |.....coouvenne. 30,854,629 |....ccovvvenne. 30,862,149 | ..o 31,590,818 |..ccooverernee 35,468,309
Operating Percentage (Page 4)
(Item divided by Page 4, sum of Lines 2, 3, and 5) x 100

18. Premiums earned plus risk revenue (Line 2 plus Lines 3 and 5).........ccceeee | coverveveveriereinennns 100.0 | oo 100.0 [ .o 100.0 [ .o 100.0 [ oo 100.0
19. Total hospital and medical plus other non-health (Line 18 plus Line 19)..... | ccovvveveverrcrrirennnns 922 | o 89.7 | oo 86.3 | .o 85.9 | v 86.1
20. Cost CONtAINMENt EXPENSES.......vvevviiriiiieiereieie et sss st ssssesens | oessssessessssessessssessenas 14 | e T | e 0.8 [ 09 [, )00, S
21. Other claims adjustment EXPENSES.........cccuiveviviieieiriieiie e | ernssesessssessessssessenas 20 | 2.0 [ 2.0 [, 2.6 [
22. Total underwriting deductions (LINE 23).........cceueuerererrisieieirieiessiesens | e 105.2 | oo 100.0 [ .o 98.1 | i 96.9 | .o 95.8
23. Total underwriting gain (10SS) (LINE 24)..........covuivriierierieiseese s e [C2) ) 0.0 [, 1.9 | e 3 [ 4.2
Unpaid Claims Analysis (U&I Exhibit, Part 2B)

24. Total claims incurred for prior years (Line 13 CoL. 5).......ccceeuviirerrirnieiiens e 551,239,223 450,712,757 | 458,613,882 |.............. 482,601,216 |.............. 518,953,914
25. Estimated liability of unpaid claims - [prior year (Line 13, Col. 6)] | .............. 613,072,649 |.............. 469,080,844 | .............. 481,433,976 | ... 576,481,245 | .............. 567,360,979
Investments in Parent, Subsidiaries and Affiliates

26. Affiliated bonds (Sch. D SUMMAry, LINE 25, COL. 1)......cuiuiiriinriniinrirnins | crrereessseeesseeessseseiesseees | coveeseessssnsssessssessssssessees | setssesssessessnsssessessessssnns | sessessssessssessesssssssssessassns | oessesssensssessessnsssessessanes
27. Affiliated preferred stocks (Sch D. Summary, LN 39, Col. 1)......irrres | corererrrereireieeineineieieees | coreinesssinssssesssssssensinees | setseesessessessnssseessssesssneses | sessessssessssessesssssnssessassns | oessesssssssssssessnsssnssessanes
28. Affiliated common stocks (Sch D. Summary, Line 53, Col. 1).....c.cccovevven [ verrvennnee 1,282,239,163 |........... 1,024,332,105 | ......cceence. 920,545,469 |......cee... 839,255,522 |.............. 695,666,322
29. Affiliated short-term investments (subtotal included in Sch. DA,

Part 2, COL 5, LINE 7)...ouvieveeeieceeeeeeetsete et ssssessssssessesns | svessesssssesssssssesssssssessesens | svessesssssssssssessessssessesins | svessessesssssssssssssssssssesins | svessessessssessssssssssssssssesns | svessessessesssessssssssssssesas

30. Affiliated mortgage [0ans 0N FEAI ESALE...........ovruriiirrirreiecreieieereenees e ssessssssesssens | seeseesessessssssessessessssssnsses | essssssesssssssssssssssessassnsss | stesssssnsssessassssssessessassnes | sesessesssssnssessasssnssessessns
31, AllOthr @ffIlAIEA. ... ...t erissienes | setieriese et et essesees | soresiessnessnesssesinesiessenes | serieesisest sttt nt s | sretbiees sttt ennes | cebest et
32. Total of above LiNes 26 10 31......covurririirrisississiissrenessssssensssessessssnesssssssnns | conessneas 1,282,239,163 | ........... 1,024,332,105 | .............. 920,545,469 |.............. 839,255,522 | ......ce.e. 695,666,322
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Statement as of December 31, 2007 of the BLUE CROSS BLUE SHIELD OF MICHIGAN
SCHEDULE D - SUMMARY BY COUNTRY

Long-Term Bonds and Stocks OWNED December 31 of Current Year

1 2 3 4
Book/Adjusted Par Value
Description Carrying Value Fair Value Actual Cost of Bonds
BONDS 1. United States........coooveves [ererreinirninnennns 813,308,632 |.....cocvivrirnnnan 848,654,706 |.....cocvvvrernennn 812,241,766 |.....cocrvrcrrnnne 808,500,000
Governments 0 - T T O OO OO OSSO OSSPSR
(Including all obligations guaranteed 3. Other Countries.......ccoeeveies | eovreiesneriessiannnns 100,000 100,000 |.oooveviiireriiiiineas 100,000 |.ooverivereriiriineas 100,000
by governments) 4. Totals...ooerieieersirisies | 813,408,632 848,754,706 |.....coosrrrrrnnnas 812,341,766 |....cooorrrrrnnnns 808,600,000
5. UNItEA SEAES. ... et | rerieiiireieisieieeresi e | bbbt ees | esbeb sttt bbbt | eesenb et
States, Territories and Possessions 6. Canada
(Direct and guaranteed) 7. Other Countries
8. TOtAlS. ...ovevieirsreiisieisinees | e [0 o [0 O [0 0
Political Subdivisions of States, 9. United States
Territories and Possessions 10. Canada
(Direct and guaranteed) 11, Other COUNMHES. .....ccvciiien [ erieiiiieiieiisieieieississsieissiens | eerssiessessessssessesssssssesssssssessens | sosessesssssssessesssessessessnssssessnss | avsesssssssassessessssesssssssessessnsnes
12. Totals
Special Revenue and Special Assessment 13. United States
Obligations and all Non-guaranteed Obligations 14. Canada
of Agencies and Authorities of Governments 15. Other Countries..
and their Political Subdivisions 16. Totals.....ocreverniririiiiniinns
17. United States
Public Utilities 18. Canada......
(Unaffiliated) 19. Other Countries........c.covvenu
20. Totals
Industrial and Miscellaneous and 21. United States.........cccoecevvvers [ oerverneee.....981,086,885 | ...................988,141,442 | ................... 991,099,028 |......cccevuvee 1,005,422,160
Credit Tenant Loans 22, CANAMA.......coevcreireieieiens | st | et | sttt | cerest ettt s
(Unaffiliated) 23. Other CouNtres. ....cvverrrnrns | ceerrermisisrinnensenas 1,171,167 1,562,275 | oo 1,169,740 | ..o 1,235,000
24, TotalS.....covviircreinireiieis | v 982,258,052 989,703,717 | ..ovvirircrnnnad 992,268,768 |......covurinnee 1,006,657,160
Parent, Subsidiaries and Affiliates 25. TotalS....ovirerierrcieieiens
26. Total Bonds
PREFERRED STOCKS 27. United States
Public Utilities 28, CANAMA......ccocerceririeieiiens | et | et | neriet sttt
(Unaffiliated) 29. Other Countries...................
30. Totals. ..o
31 United States.......cccovvreenee.
Banks, Trust and Insurance Companies 32. Canada
(Unaffiliated) 33. Other Countries...................
34, Totals. .o | e 238,784 |4, 238,784 | v 4,752,000
35. United States.. ...574,831 .581,208
Industrial and Miscellaneous 36, CANATA......cceceeerieieireiees | et | ettt | nebiet bbbttt
(Unaffiliated) 37. Other Countries...................
38. Totals.. .581,208
Parent, Subsidiaries and Affiliates 39, TOHAIS...v.rveirereeriseisississiinis | ereseeiseessesessessanssnssesssssensans | sresssssssssessanssnsessansensansssssenss | sessessansanssesansanssnsssssessanssnsans
40. Total Preferred Stocks...... | ......ccccccevrnnnn. 4,813,615 | .o 4,818,810 | o 5,333,208
COMMON STOCKS . United States
Public Utilities
(Unaffiliated)
Banks, Trust and Insurance Companies
(Unaffiliated)
Industrial and Miscellaneous
(Unaffiliated)
..................... 657,459,343 657,459,343 |.....................592,816,698
Parent, Subsidiaries and Affiliates 1,282,239,163 1,282,238,362 |....ccocnivrcren 367,983,643
54. Total Common Stocks....... 1,939,698,506 1,939,697,705 | ..oovvoorncrnnnn 960,800,341
55. Total Stocks......ccuuussusensenns ..1,944,512,121 .1,944,516,515 | ..o 966,133,549
56. Total Bonds and Stocks.... 4,673,684,218 4,729,735,071 | ..oovovrreeenne 3,703,481,363
SCHEDULE D - VERIFICATION BETWEEN YEARS
Bonds and Stocks
1. Book/adjusted carrying value of bonds and stocks, prior year............ccccceuene. 4,387,832,360 7. Amortization of PremiUM..........cveuerrerrinimrererniiserereseieneeeas 2,026,644
2. Cost of bonds and stocks acquired, Column 7, Part 3..........ccccccovevirrinnnnnn 4,805,737,872 8. Foreign exchange adjustment:
3. Accrual Of ISCOUNT.......covvuririiercicr s 4,453,984 8.1 Column 15, Part 1.......cccovvvirnnnae
4. Increase (decrease) by adjustment: 8.2 Column 19, Part 2, Section 1.......
41 Columns 12 - 14, Part 1......coovvvvvvereieirennens (10,323,170) 8.3 Column 16, Part 2, Section 2.......
4.2 Columns 15 - 17, Part 2, Section 1 . (5,195) 8.4 Column 15, Part4.........cccoeuee. 0
4.3 Column 15, Part 2, Section 2..........ccccevevvrnnne 286,488,228 9. Book/adjusted carrying value at end of current period................. 4,673,684,218
4.4 Columns 11-13,Partd.........ccoeveveveeeerane (15,610,300) 260,549,563 10. Total valuation allowance..............cccerrrreecccceecccec e
5. Total gain (loss), Column 19, Part 4..........cccccvvvieiineeieiesieesseene s 25,035,907 11. Subtotal (Lines 9 plus 10).... 4,673,684,218
6. Deduct consideration for bonds and stocks disposed of, Column 7, Part 4..... 4,807,898,824 12. Total nonadmitted amounts 313,348,105
13. Statement value of bonds and stocks, current year..................... 4,360,336,113
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Statement as of December 31, 2007 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

SCHEDULE T - PREMIUMS AND OTHER CONSIDERATIONS

Allocated by States and Territories

State, Etc.

Is Insurer
Licensed?
(YES or NO)

Direct Business Only

2

Accident
& Health
Premiums

3 4
Medicare Medicaid
Title XVIII Title XIX

5 6
Federal Employee| Life & Annuity

Health Premiums and
Benefits Program| Other
Premiums | Considerations

7

Property/
Casualty
Premiums

8

Total
Columns
2 Through 7

9

Deposit-
Type
Contracts

Alabama
Alaska
Arizona
Arkansas
California
Colorado
Connecticut
Delaware
9. District of Columbia
10. Florida
11.  Georgia....
12.  Hawaii

© N WD =

18.  Kentucky
19. Louisiana

21. Maryland

22. Massachusetts,
23.  Michigan

24, Minnesota

25.  Mississippi...
26. Missouri...

27. Montana...

28. Nebraska.

30. New Hampshire...
31, New Jersey.
32.  New Mexico

47.  Virginia

48.  Washington

49.  West Virginia

50.  Wisconsin

51.  Wyoming

52.  American Samoa

55.  U.S. Virgin Islands

56. Northern Mariana Islands
57. Canada
58. Aggregate Other alien.
59. Subtotal...
60. Reporting entity contributions for

Employee Benefit Plans
61. Total (Direct Business)

.545,730,597

.0
318,991,899

318,991,899

DETAILS OF WRITE-INS

5898. Summary of remaining write-ins for line 58

5899. Total (Lines 5801 thru 5803 + 5898) (Line 58 above)....

Explanation of basis of allocation by states, premiums by state, etc.

(a) Insert the number of yes responses except for Canada and Other Alien.
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Statement as of December 31, 2007 of the BLUE CROSS BLUE SHIELD OF MICH'GAN

SCHEDULE Y - INFORMATION CONCERNING ACTIVITIES OF INSURER MEMBERS OF A HOLDING COMPANY GROUP
PART 1 - ORGANIZATIONAL CHART

[A™

Blue Cross
Blue Shield
of Michigan

A nonprofit corporation and independent licensee
of the Blue Cross and Blue Shield Association

SUBSIDIARY & AFFILIATE ORGANIZATION CHART

BLUE CROSS BLUE SHIELD
OF MICHIGAN
EIN 38-2069753
NAIC 54291, Group 572

Accident Fund Insurance
Company of America
EIN 38-3207001
NAIC 10166, Group 572

Health Care Exchange,

d/b/a DenteMax
EIN 38-2612298

LifeSecure Holdings

LTD. Corporation

EIN 20-1420821

Michigan Health
Insurance Company
EIN 20-0547500
NAIC 11946, Group 572

Blue Care Network
of Michigan
EIN 38-2359234
NAIC 95610, Group 572

Blue Care of Michigan,
Inc.
EIN 38-2536979
NAIC 52037, Group 572

United Wisconsin
Insurance Company
d/b/a United Heartland

EIN 39-0941450

NAIC 29157,
Group 572 W |

LifeSecure Insurance
Company

EIN 75-0956156 —

NAIC 77720, Group 572

Blue Cross and
Blue Shield of
Michigan Foundation
EIN 38-2338506

BCN Service
Company —
EIN 38-3134881

Accident Fund General
Insurance Company
EIN 20-3058200
NAIC 12304, Group 572

BlueCaid of Michigan
— EIN 32-0026448
NAIC 11557, Group 572

Accident Fund National
Insurance Company
EIN 20-3058291
NAIC 12305, Group 572

Third CoastlInsurance
Company
EIN 36-4072992
NAIC 10713,
Group 572 IL

CWIHoldings 2006
Statutory Trust|
EIN 32-6057193

NAIC 12177,
Group 572 DE

CWI Holdings, Inc.
EIN 52-2414206
NAIC 12177,
Group 572 DE

Blue Care Network*
Stop-Loss and Casualty

Blue Care Network*
Medical Malpractice

Howard Street Insurance

E|Ns792'_‘§'§f§795 Self-Insurance Trust Self-Insurance Trust
NAIC 12177, EIN 38-6561861 EIN 38-6561862

Group 572 CA

*Blue Care Network of Michigan participates in these Trusts for self-insurance purposes.

CompWestInsurance Co

EIN 20-1117107
NAIC 12177,
Group 572 CA

All entities that do not reflect a particular state abbreviation are domiciled in Michigan.



Statement as of December 31, 2007 of the BLUE CROSS BLUE SHIELD OF MICH'GAN

SCHEDULE Y - INFORMATION CONCERNING ACTIVITIES OF INSURER MEMBERS OF A HOLDING COMPANY GROUP
PART 1 - ORGANIZATIONAL CHART
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HEALTH ANNUAL STATEMENT BLANK

Exhibit of Nonadmitted Assets 16 | Schedule DB - Part A - Section 1 E16
Analysis of Operations By Lines of Business 7 | Schedule DB - Part A — Section 2 E16
Assets 2 | Schedule DB - Part A — Section 3 E17
Cash Flow 6 | Schedule DB - Part A - Verification Between Years 40
Exhibit 1 - Enrollment By Product Type for Health Business Only 17 | Schedule DB - Part B — Section 1 E17
Exhibit 2 — Accident and Health Premiums Due and Unpaid 18 | Schedule DB - Part B - Section 2 E18
Exhibit 3 — Health Care Receivables 19 | Schedule DB - Part B - Section 3 E18
Exhibit 4 — Claims Unpaid and Incentive Pool, Withhold and Bonus 20 | Schedule DB - Part B — Verification Between Years 40
Exhibit 5 — Amounts Due From Parent, Subsidiaries and Affiliates 21 | Schedule DB - Part C — Section 1 E19
Exhibit 6 — Amounts Due To Parent, Subsidiaries and Affiliates 22 | Schedule DB - Part C - Section 2 E19
Exhibit 7 - Part 1 — Summary of Transactions With Providers 23 || Schedule DB - Part C — Section 3 E20
Exhibit 7 — Part 2 — Summary of Transactions With Intermediaries 23 || Schedule DB - Part C - Verification Between Years 41
Exhibit 8 — Furniture, Equipment and Supplies Owned 24 | Schedule DB - Part D - Section 1 E20
Exhibit of Capital Gains (Losses) 15 | Schedule DB - Part D - Section 2 E21
Exhibit of Net Investment Income 15 | Schedule DB - Part D — Section 3 E21
Exhibit of Premiums, Enrollment and Utilization (State Page) 30 | Schedule DB - Part D - Verification Between Years 41
Five-Year Historical Data 29 | Schedule DB - Part E — Section 1 E22
General Interrogatories 27 || Schedule DB - Part E - Verification 41
Jurat Page 1 | Schedule DB - Part F — Section 1 42
Liabilities, Capital and Surplus 3 ] Schedule DB - Part F - Section 2 43
Notes To Financial Statements 25 | Schedule E - Part 1 - Cash E23
Overflow Page For Write-ins 55 | Schedule E - Part 2 - Cash Equivalents E24
Schedule A - Part 1 EO1 | Schedule E - Part 3 - Special Deposits E25
Schedule A — Part 2 E02 | Schedule S - Part 1 - Section 2 44
Schedule A —Part 3 EO03 | Schedule S - Part 2 45
Schedule A - Verification Between Years 31 | Schedule S - Part 3 — Section 2 46
Schedule B — Part 1 EO04 | Schedule S - Part 4 47
Schedule B — Part 2 EO05 | Schedule S - Part5 48
Schedule B - Verification Between Years 31 | Schedule S - Part 6 49
Schedule BA - Part 1 E06 | Schedule T - Part 2 — Interstate Compact 51
Schedule BA - Part 2 EQ7 | Schedule T - Premiums and Other Considerations 50
Schedule BA — Verification Between Years 31 ag:\;:;hé In:p:];?/rgf;f: Concerning Activities of Insurer Members of a 52
Schedule D — Part 1 E08 i;ﬂ;c::lse Y - Part 2 — Summary of Insurer’s Transactions With Any 53
Schedule D - Part 1A - Section 1 33 | Statement of Revenue and Expenses 4
Schedule D - Part 1A — Section 2 36 | Summary Investment Schedule 26
Schedule D - Part 2 — Section 1 E09 | Supplemental Exhibits and Schedules Interrogatories 54
Schedule D - Part 2 — Section 2 E10 § Underwriting and Investment Exhibit — Part 1 8
Schedule D - Part 3 E11 | Underwriting and Investment Exhibit — Part 2 9
Schedule D - Part 4 E12 | Underwriting and Investment Exhibit — Part 2A 10
Schedule D - Part 5 E13 | Underwriting and Investment Exhibit — Part 2B 11
Schedule D - Part 6 — Section 1 E14 § Underwriting and Investment Exhibit — Part 2C 12
Schedule D - Part 6 — Section 2 E14 § Underwriting and Investment Exhibit — Part 2D 13
Schedule D — Summary By Country 32 | Underwriting and Investment Exhibit — Part 3 14
Schedule D - Verification Between Years 32
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